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the distribution of their shares, such 
as the costs of advertising and pro- 
viding compensation for dealers. 
Hearings will commence on Novem- 
ber 17, 1976. 


RULES 


The following releases relate to self-regulatory organization 
rule proposals and/or adoptions. 


34-12853 
34-12857 


34-12858 
34-12859 


34-12860 
34-12869 


OPINION 
34-12872 WALDRON & CO., INC. AND RAY E. 
HUMMEL. In proceedings for review 
of disciplinary action taken by regis- 
tered securities association, mem- 
ber’s claim that it was deprived of fair 
and impartial hearing rejected, asso- 
that member and its 
securities at unfair 
d, and sanctions im- 
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ANNOUNCEMENTS 
33-5747 The Commission today announced 
extension of time for Public Com- 
ments on Issues to Be Addressed by 
the Advisory Committee on Corpo- 
rate Disclosure (Comments Expires 
November 15, 1976) 


THE BEARING OF DISTRIBUTION 
EXPENSES BY MUTUAL FUNDS. 
The Securities Exchange Commis- 
sion today announced that it will hold 
public hearings concerning the ap- 
propriateness of arrangements 
whereby mutual funds would, directly 
or indirectly, bear expenses related to 
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[Release No. 33-5747/34-12852 


ADVISORY COMMITTEE ON CORPORATE DISCLO- 
SURE 


EXTENSION OF TIME FOR PUBLIC COMMENTS ON 
ISSUES TO BE ADDRESSED BY THE ADVISORY COM- 
MITTEE ON CORPORATE DISCLOSURE 


On May 18, 1976, the Securities and Exchange Commis- 
sion, at the request of the Advisory Committee on Corporate 
Disclosure (the ““Committee’”’), published the Committee’s 
“Solicitation of Public Comments on Issues to Be Ad- 
dressed.” (Securities Act Release No. 5707) [41 FR 21370] 
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At the request of the Committee, the Commission today 
announced that the period for public comments on the 
issues to be addressed by the Committee is extended 
through November 15, 1976. 


By the Commission. 


George A. Fitzsimmons 
Secretary 


October 1, 1976 





SECURITIES ACT OF 1933 
Release No. 5748/October 6, 1976 


In the Matter of 
Schedule D Offering Sheets Filed by 


ENERGY MARKETING CONSULTANTS 
Shreveport, Louisiana 


Ray Stanford Well #1 
(File No. 20-2098A2, 3-4910) 


Ben Good A Well #1 
(File No. 20-2098A3, 3-4911) 


Stiles ‘‘M’’ Lease 
(File No. 20-2098A4, 3-4912) 


On January 20, 1976, the Commission issued an order 
temporarily suspending the Regulation B exemption in the 
captioned offering sheets filed by Energy Marketing Con- 
sultants (EMC). The offeror thereafter submitted an offer| of 
settlement. ; 


In these proceedings to determine whether the temporary 
suspension of the Regulation B exemption from registration 
under the Securities Act of 1933 with respect to certain of its 
Offerings of fractional undivided interests in oil and gas 
leases should be made permanent, EMC has, without 
admitting or denying the allegations in the temporary sus- 
pension order, consented to the findings as hereinafter 
alleged and to the entry of an order as follows: 


(1) Pursuant to Rule 306(a)(2)(17CFR 230.306(a)(2)) 
no exemption under Regulation B is available for EMC 
because Apollo Corporation (AOC) and Oil and Gas 
Producers, Inc., and William P. Maroski, affiliates of 
EMC, were on May 29, 1975 temporarily enjoined by 
the District Court of the State of Texas, in and for the 
County of El Paso, from offering or selling securities in 
the form of fractional undivided working interests in oil 
and gas leases without complying with Sections 7A 
and 12 of the Texas Securities Act. 
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(2) The offering sheets for EMC’s Ray Stanford Lease 
(20-2098A2), Ben Good Lease (20-2098A3) and 


with Rules 330(a) and 330(b) of Regulation B in that 
they failed to disclose that on May 29, 1975 Apollo Oil 
Corporation Oil and Gas Producers, Inc. and William 
P. Maroski, affiliates of the offeror, were restrained 
and enjoined temporarily by the District Court of the 
State of Texas, in and for the County of El Paso, from 
offering or selling securities within and from the State 
of Texas, without complying with the Sections 7A and 
12 of the Texas Securities Act. 


Stiles Lease (20-2098A4) offerings failed to comply s 


Accordingly, IT IS ORDERED, pursuant to Rule 334 of 
Regulation B under the Securities Act of 1933, that the 
exemption from registration with respect to EMC’s Ray 
Stanford Lease (20-2098A2), Ben Good Lease (20-2098A3) 
and Stiles Lease (20-2098A4) offerings be, and hereby is 
permanently suspended. 


For the Commission, by its Secretary, pursuant to delegated 
authority. 


George A. Fitzsimmons 
Secretary 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 12847 October 1, 1976 


Administrative Proceeding File No. 
In the Matter of 


BACHE HALSEY STUART, INC. 
100 Gold Street 
New York, New York 10038 


EDWIN A. BUELTMAN 

c/o Bache Halsey Stuart, Inc. 
100 Gold Street 

New York, New York 10038 


THOMAS A. REILLY 

c/o Bache Halsey Stuart, Inc. 
100 Gold Street 

New York, New York 10038 


ROBERT NOVINSKI 

c/o Bache Halsey Stuart, Inc. 
100 Gold Street 

New York, New York 10038 


ORDER INSTITUTING PUBLIC PROCEEDINGS PUR- 
SUANT TO SECTIONS 15(b), AND 19(h) OF THE SECU- 
RITIES EXCHANGE ACT OF 1934 AND IMPOSING RE- 
MEDIAL SANCTIONS 





_—— 


_—_— =~ 


—— 


Bache Halsey Stuart, Inc., Edwin A. Bueltman, Thomas A. 
Reilly and Robert Novinski have submitted an offer of 
settlement in connection with proceedings to be instituted 
pursuant to Sections 15(b) and 19(h) of the Securities 
Exchange Act of 1934 (“Exchange Act’). Solely for the 
purpose of these proceedings, respondents consent to their 
institution and to the findings made herein, without admitting 
or denying those findings, and to the sanctions imposed by 
this order. 


Accordingly, IT |S ORDERED that proceedings pursuant to 
Sections 15(b) and 19(h) of the Exchange Act be, and they 
hereby are, instituted against respondents 


On the basis of the offer of settlement, it is found that: 


|. Bache Halsey Stuart, Inc. (“Bache”), a Delaware 
corporation with principal offices at 100 Gold Street, 
New York, New York, has at all times since March 31, 
1965, been registered with this Commission pursuant 
to Section 15(b) of the Exchange Act. 


ll. Bache is a member, within the meaning of Section 
3(a)(3) of the Exchange Act, of the New York Stock 
Exchange, the American Stock Exchange and other 
principal securities Exchanges in the United States all 
registered pursuant to Section 6 of the Exchange Act. 


lll. Bache is a member of the National Association of 
Securities Dealers, Inc., a national association regis- 
tered pursuant to Section 15A of the Exchange Act. 


A. Edwin A. Bueltman (‘“Bueltman’)—became em- 
ployed by Bache in 1970 and on April 15, 1972 was 
named First vice president and National Manager of 
Bache’s Municipal Bond Department. Among his du- 
ties, he supervises the Municipal Revenue Bond De- 
partment and the Municipal Sales Development De- 
partment. 


B. Thomas A. Reilly (‘‘Reilly”)—became employed by 
Bache in 1963 and is a vice-president in the Municipal 
Revenue Bond Department and specializes in obtain- 
ing underwritings in what is referred to as the “new 
business department.” 


C. Robert Novinski (‘“Novinski”)—has been employed 
by Bache since 1962 until the present. During a part 
of the time he was vice president in charge of the 
retail sales development department in the Municipal 
Bonds Department. He functioned as a liaison be- 
tween the municipal bond department and the retail 
sales offices throughout the Bache system. Novinski 
prepared in-house memoranda which summarized 
new municipal offerings and distributed information 
memoranda to retail sales offices on issues held in 
Bache’s inventory that were available for immediate 
sales. 


D. During the period from on or about September, 
1972 to September 19, 1973, Bache and Reilly wilfully 
violated and wilfully aided and abetted violations of 
Section 17(a) of the Securities Act of 1933 and 
Section 10(b) of the Securities Exchange Act of 1934 
and Rule 10b-5 (17 CFR 240.10b-5) thereunder in 


that said persons, by use of the means and instru- 
mentalities of interstate commerce and the mails, in 
connection with the offer, sale and purchase of First 
Mortgage Industrial Development Revenue Bonds is- 
sued by Montgomery County New York Industrial 
Development Agency (“Montgomery County Bonds”), 
directly and indirectly, employed devices, schemes 
and arifices to defraud, made untrue statements of 
material facts and omissions to state material facts 
necessary in order to make the statements made, in 
light of the circumstances under which they were 
made, not misleading, and engaged in acts, practices 
and course of business which would and did operate 
as a fraud and deceit upon customers of Bache who 
purchased and sold Montgomery County bonds. 


E. As part of the aforesaid conduct, said persons, 
among other things, engaged in the following activi- 
ties: 


(1) On or about April 1, 1972, Bache acted as 
underwriter for $4.8 million of First Mortgage 
Industrial Development Revenue Bonds. The 
bonds were issued by the Montgomery County 
Industrial Development Agency to assist the 
Palatine Dyeing Company (“Palatine”), a cus- 
tom dyeing business, located in St. Johnsville, 
New York, in a plan to modernize its tacility. 


(2) Thereafter and until September 13, 1973, 
Bache maintained an after market in the Mont- 
gomery County bonds and purchased and sold 
the Montgomery County bonds in retail transac- 
tions. 


(3) Almost immediately after the initial offering 
was sold by Bache’s registered representatives 
to its retail customers in April 1972, Palatine 
experienced monthly financial losses which 
caused the company some 18 months later to 
file a petition in bankruptcy on October 9, 1973, 
in U.S. District Court. Bache ceased its trading 
in the after market only about three weeks prior 
to the bankruptcy filing. As a result of liquidation 
of Palatine, bondholders are expected to re- 
ceive only approximately 30% of the face 
amount of their bond holdings. 


(4) Throughout the interim 18 months during 
which Bache continued to make a market in the 
bonds and recommend the bonds to retail cus- 
tomers, Bache never conveyed any updated 
information to its traders or registered represen- 
tatives concerning its Montgomery County 
bonds. Audited financial statements which Pala- 
tine was obligated to maintain in accordance 
with audited financial statements showed that 
Palatine was having serious financial problems. 
Bache never requested this information. 


(5) On August 7, 1973, through Bueltman’s 
direction, Bache instituted a special sales incen- 
tive to reduce its holdings of Montgomery 
County bonds. Registered representatives were 
offered higher commissions and the sales price 
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of the bonds were lowered in order to enhance 
their saleability. At this time the registered rep- 
resentatives had only the original Offering Cir- 
cular which was distributed to them when the 
bonds were first offered. The pro forma projec- 
tions which were included by Bache’s staff in 
the Offering Circular were never revised and no 
financial information was distributed to update 
that which was contained in the Offering Circu- 
lar. 


(6) During the relevant period and on or about 
June 29, 1973 and in early August, 1973, cer- 
tain Bache executives including Reilly became 
aware that Palatine was experiencing financial 
problems. On or about September 19, 1973, 
after additional Bache officials had received 
actual knowledge of Palatine’s financial prob- 
lems, Bache ceased trading. During this period 
of time Bache was selling the bonds to retail 
customers at premium prices as high as 1061/2. 


(7) In connection with the offer, purchase and 
sale of the Montgomery County Bonds, in the 
after market, Bache and Reilly directly and 
indirectly misrepresented material facts and 
failed to disclose material facts concerning 
among other things: 


(a) the lack of essential information about 
the security; 


(b) the risks which arise from the lack of 
information; 


(c) the failure to make an independent 
investigation of the security; 


(d) the lack of an adequate and reasona- 
ble basis for recommending the security; 


(e) the failure to disclose facts which are 
known and those which are reasonably 
ascertainable; 


(f) the lack of a reasonable basis for 
making a market and establishing the 
market price for the security; 


(g) the safety and risk of an investment in 
the security; 


(h) the adverse financial condition of Pal- 
atine; and 


(i) other statements and omissions of sim- 
ilar purport and object. 


F. Bache, Bueltman and Novinski failed reasonably to 
supervise other persons subject to their supervision, 
including Reilly and the registered representatives, 
with a view to preventing violations of the Securities 
Act and the Securities Exchange Act and the rules 
and regulations thereunder. 
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In determining to accept the offer of settlement, the Com- 
mission considered various mitigative factors, including 
Bache’s willingness to make substantial restitution in this 
matter and Bache’s voluntary adoption of a number of 
corrective changes in the registrant's procedures relative to 
industrial development revenue bonds. 


On the basis of the order for proceedings and the offer of 
settlement, it is found that Bache Halsey Stuart, Inc. and 
Reilly wilfully violated and wilfully aided and abetted viola- 
tions of Section 17(a) of the Securities Act and Section 
10(b) of the Securities Exchange Act of 1934 and Rule 10b- 
5 (17 CFR 240.10b-5) thereunder, and that registrant Buelt- 
man and Novinski failed reasonably to supervise other 
persons subject to their supervision with a view to prevent- 
ing violations of the Securities Exchange Act, and it is in the 
public interest to impose the sanctions specified in the order 
of settlement. 


Accordingly, IT IS ORDERED that: 


1. Bache Halsey Stuart, Inc. be and hereby is, sus- 
pended from all trading of industrial development 
revenue bonds by its Municipal Bond Department for 
a period of sixty (60) days; but that said sanction will 
be suspended and not imposed and will remain sus- 
pended if Respondent Bache: 


a. within sixty (60) days offers to pay each 
person who purchased Montgomery County In- 
dustrial Development Agency First Mortgage 
Industrial Development Revenue Bonds (Pala- 
tine Dyeing Facility) (the “Bonds”) during the 
period June 29, 1973 through August 21, 1973 
one-half the loss sustained by such person 
upon sale of the Bonds based upon the pur- 
chase price paid and irrespective of any distri- 
bution made to Bondholders by the Trustee of 
the Montgomery issue. In the case of individuals 
who continue to hold the Bonds until the date of 
the offer, Bache will offer to pay one-half the 
purchase price paid by each such individual for 
the Bonds irrespective of any distribution made 
by the Trustee. 


b. designs, implements and carries out a sys- 
tem of improved procedures with respect to 
industrial development bonds offered for sale to 
the public. 


2. Edwin A. Bueltman be, and hereby is, censured. 


3. Thomas A. Reilly be, and he hereby is, suspended 
from association with any broker or dealer for a period 
of thirty (30) days. 


4. Robert Novinski be, and he hereby is, suspended 
from association with any broker or dealer for a period 
of ten (10) days; and 


5. This order is effective on the date of its entry. 
By the Commission, 


George A. Fitzsimmons 
Secretary 








~a 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12849/October 1, 1976 


The Securities and Exchange Commission announced pur- 
suant to Section 12(k) of the Securities Exchange Act of 
1934 (“Exchange Act’) the temporary suspension of over- 
the-counter trading for a ten-day period commencing at 
10:13 a.m. (EDT) on October 1, 1976 and terminating at 
midnight (EDT) on October 10, 1976 of the securities of the 
following issuers which have failed to file with the Commis- 
sion the indicated reports: NEOTEC Corp. (Delaware Cor- 
poration), 2431 Linden Lane, Silver Spring, Md. 20910. 
Annual report on Form 10-K for fiscal year ended January 
31, 1976. 


The Commission initiated the subject suspensions because 
the subject issuers failed to comply with the reporting 
provisions of the Exchange Act resulting in the lack of 
current and accurate information available to the public. 


The Commission cautions broker-dealers, shareholders, 
and prospective purchasers that they should carefully con- 
sider the foregoing information along with all other currently 
available information and any information subsequently is- 
sued by the company. 


Furthermore, brokers and dealers should be alert to the fact 
that, pursuant to Rule 15c2-11 under the Exchange Acct, at 
the termination of the trading suspension no quotation may 
be entered unless and until they have strictly complied with 
all of the provisions of said rule. If any broker or dealer has 
any questions as to whether or not he has complied with 
said rule, he should not enter any quotation but immediately 
contact the staff of the Division of Enforcement in Washing- 
ton, D. C. If any broker or dealer is uncertain as to what is 
required by Rule 15c2-11, he should refrain from entering 
quotations relating to the securities in question until such 
time as he has familiarized himself with said rule and is 
certain that all of its provisions have been met. If any broker 
or dealer enters any quotation which is in violation of said 
rule, the Commission will consider the need for prompt 
enforcement action. 


lf any person adversely affected by such suspension or who 
would be adversely affected by the renewal of the suspen- 
sion desires to show that such suspension is not necessary 
in the public interest or for the protection of investors, such 
person may petition the Commission that it not renew the 
suspension. Such petition should be filed with the Commis- 
sion in accordance with the procedure set forth in Securities 
Exchange Act Release No. 12361 dated April 22, 1976. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12850/October 1, 1976 


The SEC has announced that the specified companies of 
the following companies have become listed on the follow- 
ing exchanges: 


American Stock Exchange, Inc.—Southeastern Capi- 
tal Corporation (GA), common stock, $1.00 par 
value. 


New York Stock Exchange, Inc.—Consumers Power 
Company, 93/4% first mortgage bonds, Series due 
2006; and The Newhall Land and Farming Co., 6% 
convertible subordinated debentures, due 1995. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12851/October 1, 1976 


In the Matter of 


TOUCHE ROSS & COMPANY 
EDWIN HEFT 

JAMES M. LYNCH 

ARMIN J. FRANKEL 


On September 2, 1976, the Securities and Exchange Com- 
mission ordered public administrative proceedings pursuant 
to Rule 2(e) of the Commission's Rules of Practice against 
Touche Ross & Company (“Touche”), a partnership en- 
gaged in the practice of public accounting; Edwin Heft, a 
Certified Public Accountant and an Associate National Di- 
rector of Accounting and Auditing for, and a senior partner 
in Touche during its audit of the financial statements of 
Giant Stores Corp. (‘Giant’) for the fiscal year ended 1972 
(1972 financial statements”); James M. Lynch, a Certified 
Public Accountant and a partner in Touche’s Boston Office 
during the audit of Giant's 1972 financial statements; and 
Armin J. Frankel a Certified Public Accountant and a partner 
in Touche’s Boston office during the audit of Giant's finan- 
cial statements (herein collectively referred to as ‘“Respond- 
ents”). 


The proceedings are based upon allegations of the Com- 
mission's staff that Respondents have engaged in improper 
professional conduct and have willfully violated and aided 
and abetted violations of Sections 5, 7, 10 and 17(a) of the 
Securities Act, Sections 10(b) and 13 of the Exchange Act, 
and rules and regulations promulgated thereunder, including 
Regulation S-X. 


The allegations against the Respondents arise from 
Touche'’s audit of Giant’s 1972 financial statements. Addi- 
tional allegations against Touche arise from Touche’s audit 
of Ampex Corporation's financial statements for the fiscal 
year ending January 29, 1972. 





SECURITIES EXCHANGE ACT OF 1934 
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Release No. 12852/October 1, 1976 
SEE 


SECURITIES ACT OF 1933 
Release No. 5747/October 1, 1976 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12853/October 1, 1976 


NOTICE OF FILING OF PROPOSED RULE CHANGE BY 
PHILADELPHIA STOCK EXCHANGE, INCORPORATED 


File No. SR-PHLX-76-16 


The Philadelphia Stock Exchange, Incorporated (“PHLX”) 
submitted on September 27, 1976 a proposed rule change 
under Rule 19b-4 to provide members and public customers 
with the same exemption to the limitations presently found 
in clauses (2) and (4) of PHLX Rule 1000 where, due to a 
stock split, stock dividend, stock distribution or reverse split, 
the number of underlying shares contained in the contract 
unit of the outstanding options series dealt in on the 
Exchange are adjusted upward or downward to reflect the 
revision in the number of outstanding shares of the subject 
underlying security." 


The foregoing rule change has become effective, pursuant 
to Section 19(b)(3)(A) of the Securities Exchange Act of 
1934. At any time within sixty days of the filing of such 
proposed rule change, the Commission may summarily 
abrogate such rule change if it appears to the Commission 
that such action is necessary or appropriate in the public 
interest, for the protection of investors, or otherwise in 
furtherance of the purposes of the Securities Exchange Act 
of 1934. 


Publication of the submission is expected to be made in the 
Federal Register during the week of October 4, 1976. 
Interested persons are invited to submit written data, views 
and arguments concerning the submission within 30 days 
from the date of publication in the Federal Register. Per- 
sons desiring to make written submissions should file six 
copies thereof with the Secretary of the Commission, Secu- 
rities and Exchange Commission, 500 North Capitol Street, 
Washington, D. C. 20549. Reference should be made to 
File No. SR-PHLX-76-16. 


Copies of the submission and of all written comments will be 
available for inspection at the Securities and Exchange 
Commission's Public Reference Room, 1100 L Street, N.W., 
Washington, D. C. Copies of the filing will also be available 
at the principal office of the above-mentioned self-regulatory 
organization. 


For the Commission by the Division of Market Regulation, 
pursuant to delegated authority. 
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George A. Fitzsimmons 
Secretary 





1 Generally, clauses (2) and (4) provide an aggregate posi- 
tion limit of 500 options contracts of the same class and the 
same expiration date without regard to a change in the 
amount of the underlying securities of any option contract. 
Clauses (2) and (4) are not applicable either (i) to covered 
short positions or (ii) to short positions to the extent long 
positions for the same number of option contracts of the 
same class of options are maintained in the same account 
where the exercise prices of the option contracts in such 
long positions are equal to or less than the exercise prices 
of the option contracts in such short positions. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12854/October 4, 1976 


Admin. Proc. File No. 3-4694 
In the Matter of 


EXECUTIVE SECURITIES CORP. 
Jersey City, New Jersey 
(8-13526) 


NOTICE THAT INITIAL DECISION HAS BECOME FINAL 


The time for filing a petition for review of the initial decision 
in these proceedings has expired. No such petition has 
been filed by Executive Securities Corp. And the Commis- 
sion has not chosen to review the initial decision with 
respect to Executive on its own initiative. 


Accordingly, notice is hereby given, pursuant to Rule 17(f) 
of the Commission's Rules of Practice, that the initial 
decision of the administrative law judge with respect to 
Executive Securities Corp. has become the final decision of 
the Commission. The order contained in that decision 
revoking that firm’s broker-dealer registration and expelling 
it from membership in the National Association of Securities 
Dealers, Inc. is hereby declared effective. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12855/October 4, 1976 


COMMISSION ORDERS HEARING ON SECTION 12(h) 
APPLICATION 


The Kansas City Star Company (the “Applicant”) has made 








application for exemption under Section 12(h) of the Securi- 
ties Exchange Act of 1934 (the “Exchange Act’) from the 
provisions of Sections 12(g) and 15(d) of that Act. Exemp- 
tion from such sections will have the effect of exempting the 
Applicant from Sections 13 and 14 of the Exchange Act and 
any officer, director or ten percent beneficial owner of the 
Applicant's securities from Section 16 thereof. 


According to the information filed with the Commission, the 
Applicant, a Missouri corporation, is primarily engaged in 
the publication of newspapers, the manufacture of paper 
and the distribution of paper and paper products in several 
states. Applicant has been subject to the periodic reporting 
requirements of Section 15(d) of the Exchange Act since 
1968 because of registered public offerings of ownership 
interests in its common stock, represented by Participating 
Certificates and Beneficial Units. As of December 31, 1975, 
in excess of 500 persons held Participating Certificate and 
Applicant owned total assets with an approximate value of 
$78,000,000. 


The Applicant contends that the requested exemption 
should be granted because ownership and transferability of 
the Applicant's securities are restricted; the association of 
holders with the Applicant assures them of great familiarity 
with its operations; there is no trading interest in the 
securities; the Applicant is a sound issuer with substantial 
net assets; and the disclosure objectives of the Exchange 
Act’s registration periodic reporting proxy solicitation, tender 
offer and insider reporting and trading provisions are not 
necessary to protect the public interest. 


The Commission has ordered that a hearing be held on 
November 3, 1976 at 10:00 a.m. at the offices of the 
Securities and Exchange Commission, Room 776, 500 
North Capitol Street, Washington, D. C. to consider whether 
the application should be granted in toto, granted subject to 
conditions or denied. Any person desiring to be heard is 
directed to file with the Secretary of the Commission his 
request as provided by Rule 9(c) of the Commission’s Rules 
of Practice, setting forth any issues of fact or law whith he 
desires to controvert and/or setting forth any additional 
issues which he feels should be considered. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12856/October 4, 1976 


Orders have been issued granting the application of the 
following companies to list the specified securities on the 
following exchanges: 


American Stock Exchange, Inc.—Metex Corporation, 
common stock, par value $1.25 per share (effective 
as of September 27, 1976). 


New York Stock Exchange, Inc.—ELT, Inc., common 
stock, no par value (effective as of September 24, 
1976); and Jones & Laughlin Steel Corporation, 
93/4% first mortgage bonds, Series N, due 1996 
(effective as of September 27, 1976). 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12857/October 4, 1976 


In the Matter of 


THE OPTIONS CLEARING CORPORATION 
6150 Sears Tower 
Chicago, Illinois 60606 


(File No. SR-OCC-76-7) 


ORDER APPROVING RULE CHANGE SUBMITTED BY 
THE OPTIONS CLEARING CORPORATION TO PERMIT 
SETTLEMENT OF EXERCISED OPTION CONTRACTS 
THROUGH A DESIGNATED CLEARING CORPORATION 


On August 6, 1976, the Options Clearing Corporation 
(“OCC”) submitted, pursuant to Rule 19b-4 under the 
Securities Exchange Act of 1934 (the ‘‘Act’”), a proposed 
rule change to permit each Clearing Member of OCC to 
effect settlements in respect of exercised option contracts 
through a clearing corporation designated by the Clearing 
Member for that purpose. The proposed rule change pur- 
ports to apply to both call option and put option contracts. 


In accordance with Section 19(b) of the Act and Rule 19b-4 
thereunder, the proposed rule change was published in the 
Federal Register (41 Fed. Reg. 35588, August 23, 1976), 
and the public was invited to submit comments until Sep- 
tember 13, 1976. Notice of the filing and an invitation for 
comments also appeared in Securities Exchange Act Re- 
lease No. 34-12712, August 17, 1976. No letters of com- 
ment were received. 


The Commission has reviewed the OCC submission and 
finds that the agreements, provisions and safeguards estab- 
lished by OCC are adequate for the protection of investors. 
Since exchange trading in listed put option contracts has not 
been approved by the Commission, the Commission is not 
at this time making any determination with respect to the 
proposed rule change insofar as it relates to put option 
contracts. Therefore, the Commission finds that the pro- 
posed rule change is consistent with the requirements of the 
Act and the rules and regulations thereunder applicable to 
registered clearing agencies insofar as the proposed rule 
change relates to call option contracts. 


iT iS THEREFORE ORDERED, pursuant to Section 
19(b)(2) of the Act, that the proposed rule change contained 
in File No. SR-OCC-76-7 be, and hereby is, approved 
insofar as it relates to call option contracts. 


For the Commission by the Division of Market Regulation, 
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pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12858/October 4, 1976 


NOTICE OF FILING OF PROPOSED RULE CHANGE BY 
PHILADELPHIA STOCK EXCHANGE, INC. 


File No. SR-PHLX-76-17 


The Philadelphia Stock Exchange, Inc., (“PHLX”) submitted 
on September 23, 1976 a proposed rule change under Rule 
19b-4 to empower the PHLX to impose fees or charges 
upon members who use or derive benefit from the services 
of a PHLX subsidiary, such as the Stock Clearing Corpora- 
tion of Philadelphia, but who are not members of the 
subsidiary. 


The foregoing rule change has become effective, pursuant 
to Section 19(b)(3)(A) of the Securities Exchange Act of 
1934. At any time within sixty days of the filing of such 
proposed rule change, the Commission may summarily 
abrogate such rule change if it appears to the Commission 
that such action is necessary or appropriate in the public 
interest, for the protection of investors, or otherwise in 
furtherance of the purposes of the Securities Exchange Act 
of 1934. 


Publication of the submission is expected to be made in the 
Federal Register during the week of October 4, 1976. 
Interested persons are invited to submit written data, views 
and arguments concerning the submission within 21 days 
from the date of publication in the Federal Register. Per- 
sons desiring to make written submissions should file six 
copies thereof with the Secretary of the Commission, Secu- 
rities and Exchange Commission, 500 North Capitol Street, 
Washington, D. C. 20549. Reference should be made to 
File No. SR-PHLX-76-17. 


Copies of the submission and of all written comments will be 
available for inspection at the Securities and Exchange 
Commission's Public Reference Room, 1100 L Street, N.W., 
Washington, D. C. Copies of the filing will also be available 
at the principal office of the above-mentioned self-regulatory 
organization. 


For the Commission by the Division of Market Regulation, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 12859/October 4, 1976 


In the Matter of 


NEW YORK STOCK EXCHANGE, INC. 
11 Wall Street 
New York, New York 10005 


(SR-NYSE-76-47) 


NOTICE OF FILING OF PROPOSED RULE CHANGE BY 
THE NEW YORK STOCK EXCHANGE, INC. AND ORDER 
APPROVING PROPOSED RULE CHANGE 


Pursuant to Section 19(b)(1) of the Securities Exchange Act 
of 1934, 15 U.S.C. 78(s)(b)(1) (the “Act”), as amended by 
Pub. L. No. 94-29, § 16 (June 4, 1975) notice is hereby 
given that on September 27, 1976, the New York Stock 
Exchange filed with the Commission copies of a proposed 
rule change. The proposed rule change would delete from 
the Constitution of the Exchange those provisions which 
contain a prohibition against members and allied members 
dealing on another exchange in New York City which lists 
securities also traded on the New York Stock Exchange. 


Publication of notice of the proposed rule change is ex- 
pected to be made in the Federal Register during the week 
of October 4, 1976. Interested persons are invited to submit 
written data, views and arguments concerning the proposed 
rule change. Persons desiring to make written submissions 
should file six copies thereof with the Secretary of Commis- 
sion, Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D. C. 20549. Reference should 
be made to File No. SR-NYSE-76-47. 


The Commission finds that the proposed rule change is 
consistent with the requirements of the Act and the rules 
and regulations thereunder applicable to registered national 
securities exchanges and in particular, the requirements of 
Section 6 of the Act and the rules and regulations thereun- 
der. 


Further, the Commission finds good cause for approving the 
proposed rule change prior to the thirtieth day after the date 
of publication of notice of filing thereof. On July 20, 1976, 
the Commission granted accelerated approval to an Ameri- 
can Stock Exchange proposal to permit continued listing and 
trading on that exchange of securities which become listed 
and registered on another exchange in New York City. To be 
consistent with the order granting accelerated approval to the 
American Stock Exchange acceleration in this case is 
thereby deemed appropriate. Approval of this provision is 
consistent with Sections 6(b)(5) and 6(b)(8) of the Act. 


IT IS THEREFORE ORDERED, pursuant to Section 
19(b)(2) of the Act, that the proposed rule change refer- 
enced above be, and it hereby is, approved. 


For the Commission by the Division of Market Regulation, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 








SECURITIES EXCHANGE ACT OF 1934 
Release No. 12860/October 4, 1976 


NOTICE OF FILING OF PROPOSED RULE CHANGE BY 
NEW YORK STOCK EXCHANGE, INC. 


File No. SR-NYSE-76-46 


The New York Stock Exchange, Inc. submitted on Septem- 
ber 28, 1976 a proposed rule change under Rule 19b-4 to 
allow any action required or permitted by the Board of 
Directors without necessity of a meeting where unanimous 
consent to the board action is obtained pursuant to 
amended New York law. 


The foregoing rule change has become effective, pursuant 
to Section 19(b)(3)(A)(iii) of the Securities Exchange Act of 
1934. At any time within sixty days of the filing of such 
proposed rule change, the Commission may summarily 
abrogate such rule change if it appears to the Commission 
that such action is necessary or appropriate in the public 
interest, for the protectior of investors, or otherwise in 
furtherance of the purposes of the Securities Exchange Act 
of 1934. 


Publication of the submission is expected to be made in the 
Federal Register during the week of October 4, 1976. 
Interested persons are invited to submit written data, views 
and arguments concerning the submission within 21 days 
from the date of publication in the Federal Register. Per- 
sons desiring to make written submissions should file six 
copies thereof with the Secretary of the Commission, Secu- 
rities and Exchange Commission, 500 North Capitol Street, 
Washington, D. C. 20549. Reference should be made to 
File No. SR-NYSE-76-46. 


Copies of the submission and of all written comments will be 
available for inspection at the Securities and Exchange 
Commission's Public Reference Room, 1100 L Street, N.W., 
Washington, D. C. Copies of the filing will also be available 
at the principal office of the above-mentioned self-regulatory 
organization. 


For the Commission by the Division of Market Regulation, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12861/October 5, 1976 


The Securities and Exchange Commission announced pur- 
suant to Section 12(k) of the Securities Exchange Act of 
1934 (“Exchange Act’) the single ten day suspension of 


exchange and over-the-counter trading for the period 
commencing at 3:15 p.m. (EDT) on October 4, 1976 and 
terminating at midnight (EDT) on October, 13, 1976 of the 
securities of Ametex Corporation, a Nevada corporation with 
principal executive offices located at 1040 South Prospect 
Street, Salt Lake City, Utah. 


The Commission ordered the suspension of trading in 
Ametex securities because of the lack of adequate and 
accurate public information about the company’s operations 
and financial condition and because of questions which 
have arisen concerning market activity in the company’s 
securities. 


The Commission cautions broker-dealers, shareholders and 
prospective purchasers that they should carefully consider 
the foregoing information along with all other currently 
available information and any information susbsequently 
issued by the Company. 


Furthermore, brokers and dealers should be alert to the fact 
that, pursuant to Rule 15c2-11 under the Exchange Act, at 
the termination of the trading suspension no quotation may 
be entered unless and until they have strictly complied with 
all of the provisions of said rule. If any broker or dealer has 
any questions as to whether or not he has complied with 
said rule, he should not enter any quotation but immediately 
contact the staff of the Division of Enforcement in Washing- 
ton, D. C. If any broker or dealer is uncertain as to what is 
required by Rule 15c2-11, he should refrain from entering 
quotations relating to the securities in question until such 
time as he has familiarized himself with said rule and is 
certain that all of its provisions have been met. If any broker 
or dealer enters any quotation which is in violation of said 
rule, the Commission will consider the need for prompt 
enforcement action. 


If any person adversely affected by such suspension or who 
would be adversely affected by the renewal of the suspen- 
sion desires to show that such suspension is not necessary 
in the public interest or for the protection of investors, such 
person may petition the Commission that it not renew the 
suspension. Such petition should be filed with the Commis- 
sion in accordance with the procedure set forth in Securities 
Exchange Act Release No. 12361 dated April 22, 1976. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12862/October 5, 1976 


The Securities and Exchange Commission has ordered 
administrative proceedings under the Securities Exchange 
Act of 1934 involving Baker, Welker and Company, Inc. 
(“Registrant”) a registered broker-dealer, T. Pushton Baker, 
the preseident of Registrant, and Kenneth J. Welker, a 
shareholder and former executive vice president and secre- 
tary of Registrant. 


These proceedings are based upon allegations by the 
Commission's staff that Registrant violated and Baker and 
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Welker aided and abetted violations of Sections 15(b), 15(c) 
and 17(a) of the Securities Exchange Act of 1934 and Rules 
15b3-1, 15c3-1, 15c3-3, 17a-3 and 17a-11 thereunder. 


A hearing will be scheduled on the staff allegations for the 
purpose of determining whether such allegations are true 
and what, if any, remedial sanctions are appropriate in the 
public interest. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12863/October 5, 1976 


The Securities and Exchange Commission has ordered the 
institution of public administrative proceedings against G. C. 
George Securities, Inc., a registered broker-dealer and its 
president, Grover Cleveland George, J. H. Dillon & Co., Inc., 
a registered broker-dealer and its president, Joe H. Dillon, 
all of Spokane, Washington, and Jerry T. O’Brien, d/b/a 
Pennaluna and Company, a registered broker-dealer and its 
president, Jerry T. O’Brien, both of Wallace, Idaho. 


The proceedings are based on allegations by the staff that 
during the period of on or about January 1972 to on or 
about December 1974, the respondents wilfully violated and 
wilfully aided and abetted violations of the registration and 
anti-fraud provisions of the Securities Act of 1933 and the 
anti-fraud provisions of the Securities and Exchange Act of 
1934, in connection with the purchase and sale of various 
mining securities in the Spokane over-the-counter market. 


Respondents J. H. Dillon & Co., Inc. and Joe H. Dillon are 
further alleged to have violated and aided and abetted 
violations of the net capital rule and rules concerning the 
safeguarding of customers’ deposits, recordkeeping and 
reporting provisions of the Securities and Exchange Act of 
1934 at various times since about March 31, 1973. 


Respondents G. C. George Securities, Inc. and Grover 
Cleveland George are further alleged to have violated and 
aided and abetted violations of a rule under the Exchange 
Act concerning the safeguarding of customers’ deposits 
during the period June through November 1974. 


A hearing will be scheduled by further order to take evi- 
dence on the staff charges and to afford the respondents an 
opportunity to offer any defenses thereto, for the purpose of 
determining whether the allegations are true, and if so, 
whether any action of remedial nature is necessary or 
appropriate in the public interest. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12864/October 5, 1976 
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Adm. Pro. File No. 3-4509 
In the Matter of 


PHILIP RICHMAN 
10554 Hammerly Boulevard 
Houston, Texas 


ORDER IMPOSING REMEDIAL SANCTIONS 


In these broker-dealer proceedings under the Securities 
Exchange Act of 1934 (“Exchange Act”),’ Philip Richman 
(“Richman”), has submitted an offer of settlement, without 
admitting or denying the allegations in the order for pro- 
ceedings, which the Commission has determined to ac- 
cept.? 


On the basis of the order for proceedings and the offer of 
settlement, it is found that: 


1. Richman wilfully violated and wilfully aided and 
abetted violations of Sections 5 and 17(a) of the 
Securities Act of 1933 and Section 10(b) of the 
Exchange Act and Rule 10b-5 promulgated thereun- 
der. 


2. Richman wilfully aided and abetted violations of 
Section 17(a) of the Exchange Act and Rules 17a-3 
and 17a-4 promulgated thereunder. 


Accordingly, IT IS ORDERED, that Philip Richman be, and 
he hereby is, suspended from association with a broker- 
dealer for 90 days and thereafter barred from association 
with a broker-dealer in a supervisory capacity provided that 
one year after association in a supervised capacity he may 
make application for reassociation in a supervisory capacity. 
The above sanctions will become effective at the opening of 
business on the second Monday after the date of this Order. 


For the Commission, by its Secretary, pursuant to delegated 
authority. 


George A. Fitzsimmons 
Secretary 





1In the Matter of Kenneth Bove & Co., Inc. et al., proceed- 
ings instituted June 13, 1974. 


2 This offer of settlement is not binding on any other 
respondent named in this proceeding. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12865/October 5, 1976 


Adm. Pro. File No. 3-4509 


In the Matter of 





@ 


HOWARD SHERMAN 
1520 Archer Road 
Bronx, New York 


ORDER IMPOSING REMEDIAL SANCTIONS 


In these broker-dealer proceedings under the Securities 
Exchange Act of 1934 (“Exchange Act”), Howard Sherman 
(“Sherman”), has submitted an offer of settlement, without 
admitting or denying the allegations in the order for pro- 
ceedings, which the Commission has determined to ac- 
cept.? 


On the basis of the order for proceedings and the offer of 
settlement, it is found that: 


1. Sherman wilfully violated and wilfully aided and 
abetted violations of Sections 5 and 17(a) of the 
Securities Act of 1933 and Section 10(b) of the 
Exchange Act and Rule 10b-5 promulgated thereun- 
der. 


Accordingly, IT IS ORDERED, that Howard Sherman be 
and he hereby is, suspended from association with a 
broker-dealer for 90 days. The above sanctions will become 
effective at the opening of business on the second Monday 
after the date of this Order. 


For the Commission, by its Secretary, pursuant to delegated 
authority. 


George A. Fitzsimmons 
Secretary 





1 In the Matter of Kenneth Bove & Co., Inc. et al., proceed- 
ings instituted June 13, 1974. 


2 This offer of settlement is not binding on any other 
respondent named in this proceeding. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12866/October 5, 1976 


Adm. Pro. File No. 3-4509 
In the Matter of 


RONALD HELLER 
31-65 138th Street 
Flushing, New York 


ORDER IMPOSING REMEDIAL SANCTIONS 


In these broker-dealer proceedings under the Securities 
Exchange Act of 1934 (“Exchange Act”),’ Ronald Heller 
(“Heller”). has submitted an offer of settlement, without 
admitting or denying the allegations in the order for pro- 
ceedings, which the Commission has determined to ac- 
cept.? 


On the basis of the order for proceedings and the offer of 
settlement, it is found that: 


1. Heller wilfully violated and wilfully aided and abet- 
ted violations of Sections 5 and 17(a) of the Securities 
Act of 1933 and Section 10(b) of the Exchange Act 
and Rule 10b-5 promulgated thereunder. 


Accordingly, 'T |S ORDERED, that Ronald Heller be, and he 
hereby is, suspended from association with a broker-dealer 
for 10 days. The above sanction will become effective at the 
opening of business on the second Monday after the date of 
this Order. 


For the Commission, by its Secretary, pursuant to delegated 
authority. 


George A. Fitzsimmons 
Secretary 





1 In the Matter of Kenneth Bove & Co., Inc. et al., proceed- 
ings instituted June 13, 1974. 


2 This offer of settlement is not binding on any other 
respondent named in this proceeding. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12867/October 5, 1976 


Adm. Pro. File No. 3-4509 
In the Matter of 


MITCHELL B. WALKER 
2039 Black Rock Avenue 
Bronx, New York 


ORDER IMPOSING REMEDIAL SANCTIONS 


In these broker-dealer proceedings under the Securities 
Exchange Act of 1934 (“Exchange Act’’),’ Mitchell B. 
Walker (“Walker”), has submitted an offer of settlement, 
without admitting or denying the allegations in the order for 
proceedings, which the Commission has determined to 
accept.2 


On the basis of the order for proceedings and the offer of 
settlement, it is found that: 


1. Walker wilfully violated and wilfully aided and 
abetted violations of Section 5 and 17(a) of the 
Securities Act of 1933 and Section 10(b) of the 
Exchange Act and Rule 10b-5 promulgated thereun- 
der. 


2. Walker wilfully aided and abetted violations of 


Section 17(a) of the Exchange Act and Rules 17a-3 
and 17a-4 promulgated thereunder. 
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Accordingly, IT |S ORDERED, that Mitchell B. Walker be, 
and he hereby is, suspended from association with a 
broker-dealer for 90 days and thereafter barred from associ- 
ation with a broker or dealer in a supervisory capacity. The 
sanctions above will become effective at the opening of 
business on the second Monday after the date of this Order. 


For the Commission, by its Secretary, pursuant to delegated 
authority. 


George A. Fitzsimmons 
Secretary 





1In the Matter of Kenneth Bove & Co., Inc. et al., proceed- 
ings instituted June 13, 1974. 


2 This offer of settlement is not binding on any other 
respondent named in this proceeding. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12868/October 5, 1976 


Admin. Proc. File No. 3-5095 
In the Matter of 


JOHN H. WEBER 
105 North Haven Drive 
Kalispell, Montana 


ORDER INSTITUTING PROCEEDINGS AND IMPOSING 
REMEDIAL SANCTIONS 


In connection with a proposed administrative proceeding, 
John H. Weber, a salesman for a registered broker-dealer, 
has submitted an offer of settlement which the Commission 
has determined to accept. Solely for the purpose of these 
proceedings and without admitting or denying the findings 
herein, respondent consents to the findings and sanctions 
set forth below. 


Accordingly, 1T IS ORDERED that proceedings pursuant to 
Section 15(b) of the Securities Exchange Act be, and they 
hereby are, instituted. 


On the basis of the order for proceedings and the offer of 
settlement, it is found that Jonn H. Weber wilfully violated 
Sections 5(a) and 5(c) of the Securities Act of 1933 and 
consented to the entry of permanent injunction from further 
violations of the foregoing provisions.' 


In view of the foregoing, it is in the public interest to impose 
the sanctions specified in the offer of settlement. 


Accordingly, 1T IS ORDERED that John H. Weber be, and 
he hereby is, suspended from association with any broker or 
dealer, for a period of thirty days, effective at the opening of 
business on the second Monday after the date of this order, 
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provided however, (a) During the first fifteen (15) days of 
said suspension, respondent shall be permitted to execute 
unsolicited liquidating transactions for existing clients of 
respondent, and, (b) During the second fifteen (15) days of 
said suspension, respondent shall be permitted to execute 
unsolicited transactions, (c) Respondent shall not be entitled 
to receive any compensation for any transactions effected 
during the suspension period. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





1 Securities and Exchange Commission v. The Major Oil 
Corporation, et al Docket No. CIV-1-76-32 (D. Idaho Febru- 
ary 20, 1976). 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 34-12869/October 6, 1976 


NOTICE OF PROPOSED RULE CHANGE BY NATIONAL 
ASSOCIATION OF SECURITIES DEALERS, INC. (FILE 
NO. SR-NASD-76- 12) 


The National Association of Securities Dealers, Inc. 
(“NASD”) submitted on October 1, 1976, a proposed rule 
change under Rule 19b-4 to amend Schedule A of Article Il 
of its By-Laws to reduce the annual gross income assess- 
ment, amend the definition of gross income and permit the 
NASD to equitably assess fees so that they reflect a 
member firm’s participation in municipal securities transac- 
tions. 


The foregoing rule change has become effective, pursuant 
to Section 19(b)(3)(A) of the Securities Exchange Act of 
1934. At any time within sixty days of the filing of such 
proposed rule change, the Commission may summarily 
abrogate such rule change if it appears to the Commission 
that such action is necessary or appropriate in the public 
interest, for the protection of investors, or otherwise in 
furtherance of the purposes of the Securities Exchange of 
1934. 


Publication of the submission is expected to be made in the 
Federal Register during the week of October 11, 1976. 
Interested persons are invited to submit written data, views 
and arguments concerning the submission within 30 days 
from the date of publication in the Federal Register. Per- 
sons desiring to make written submissions should file six 
copies thereof with the Secretary of the Commission, Secu- 
rities and Exchange Commission, 500 North Capitol Street, 
Washington, D. C. 20549. Reference should be made to 
File No. SR-NASD-76-12. 


Copies of the submission and of all written comments will be 
available for inspection at the Securities and Exchange 














Commission's Public Reference Room, 1100 “L” Street, 
N.W., Washington, D. C. Copies of the filing will also be 
available at the principal office of the above-mentioned self- 
regulatory organization. 


For the Commission by the Division of Market Regulation, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12870/October 6, 1976 


The Securities and Exchange Commission has ordered 
public administrative proceedings under the Securities Ex- 
change Act of 1934 against Orien Judson Brawley of 
Huntsville, Alabama, a former account executive for a 
registered broker-dealer. 


The proceedings are based upon allegations of the Com- 
mission's staff that Brawley was convicted of a felony 
involving forgery and misapplication of funds arising out of 
his. activities while associated with the registered broker- 
dealer. 


The proceedings will also consider information that tends to 
show that Brawley caused checks to be issued on the 
accounts of customers with free credit balances and con- 
verted the proceeds to his personal use. 


A hearing will be scheduled by further order to take evi- 
dence on the staff allegations and to afford the respondent 
an opportunity to offer any defense thereto and for the 
purpose of determining whether the allegations are true 
and, if so, whether any action should be ordered by the 
Commission. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12871/October 6, 1976 


Orders have been issued granting the application of the 
following companies to list the specified securities on the 
following exchanges: 


New York Stock Exchange, Inc.—Consumers Power 
Co., $2.43 preference stock cumulative, $1 par 
value (effective as of September 20, 1976; and 
Frigitronics Inc., common stock, par value $.10 per 
share (effective as of September 29, 1976). 


Pacific Stock Exchange, Inc.—Peabody Galion Corp., 
common stock, $.10 par value (effective as of 
September 29, 1976). 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12872/October 6, 1976 


Admin. Proc. File No. 3-4471 
In the Matter of 


WALDRON & CO., INC. 
Holiday Plaza 
San Rafael, California 


and 


RAY E. HUMMEL 
For Review of Disciplinary Action Taken by the 


NATIONAL ASSOCIATION OF SECURITIES DEALERS, 
INC. 


OPINION OF THE COMMISSION 


REGISTERED SECURITIES ASSOCIATION-REVIEW OF 
DISCIPLINARY PROCEEDINGS 


In proceedings for review of disciplinary action taken by 
registered securities association, member's claim that it was 
deprived of fair and impartial hearing rejected, association's 
finding that member and its president sold securities at 
unfair prices sustained, and sanctions imposed affirmed. 


APPEARANCES: 
Donald R. Duffy, for applicants. 


Lloyd J. Derrickson and Dwight D. Keen, for the National 
Association of Securities Dealers, Inc. 


Review proceedings with respect to a decision dated March 
5, 1974, by the Board of Governors of the National Associa- 
tion of Securities Dealers, Inc. The record was certified to 
the Commission on April 11, 1975. Oral argument was 
waived. 


This is an application by Waldron & Co., Inc., a member of 
the National Association of Securities Dealers, Inc. 
(“NASD”), and Ray E. Hummel, its former president, for 
review of disciplinary action taken against them by the 
NASD. 


The NASD’s complaint charged that Waldron and Hummel 
violated: (1) Sections 1 and 4 of Article Ill of the NASD’s 
Rules of Fair Practice, during November 1972, by executing 
as principal a series of 29 sales of securities to members of 
the public at prices which were not reasonably related to 
then current market prices and were therefore unfair; and 
(2) Sections 1 and 27(c) of Article Ill of those rules, during 
the period from October 1970 to December 1972, by failing 
to endorse on an internal record securities transactions and 
correspondence.'! The NASD District Committee, after a 
hearing, issued a decision finding violations of the NASD's 
mark-up policy in 16 of the 29 transactions averred to in the 
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complaint, and a failure to endorse internal records as 
charged. It ordered that Waldron be censured and fined 
$1,500 and that Hummel be censured and fined $500. 


Waldron appealed the District Committee decision, particu- 
larly the severity of the penalty, to the NASD’s Board of 
Governors, and the Board determined to review that deci- 
sion with respect to both Waldron and Hummel. After a 
hearing, the Board affirmed the findings of the District 
Committee but modified the penalties imposed so that 
Waldron and Hummel were censured and fined $2,000, 
jointly and severally. 


The Board's decision is now appealed on the basis that its 
findings with respect to three of the transactions at issue are 
incorrect. It is also argued that Waldron was deprived of a 
fair and impartial hearing. The Board's findings with respect 
to thirteen of the transactions and with respect to the failure 
to endorse securities transactions and correspondence 
have not been appealed. Nor have applicants specifically 
appealed the severity of the Board’s sanctions. 


|. Procedural Challenges 


In the instant appeal, Waldron has for the first time raised 
certain procedural issues with respect to the decisions of 
the District Committee and the Board of Governors. 


A. District Committee 


Waldron alleges that it “could not have obtained a fair and 
impartial hearing” before the District Committee inasmuch 
as the Chairman of the Committee was prejudiced by virtue 
of his “prior involvement in matters directly affecting” Wald- 
ron and “should have disqualified himself with respect to 
any and all matters involving” Waldron. 


In support of this allegation, Waldron proffers a four-page 
excerpt from the deposition of a plaintiff in an unrelated 
action brought against Waldron and others in a state court. 
Waldron interprets this excerpt as showing that the District 
Committee Chairman “directly and indirectly advised and 
assisted Plaintiff . . . to bring charges” against Waldron. 


We have examined the excerpt from the deposition and, in 
our opinion, the testimony therein is both contradictory and 
ambiguous. In any event, the excerpt does not in any 
manner imply, nor can it be inferred, that the Chairman of 
the District Committee “advised and assisted” a person 
bringing charges against Waldron. At most, the excerpt 
indicates that another unrelated complaint against Waldron 
was submitted to the District Committee. Neither the excerpt 
from the deposition nor any part of the record provides a 
basis for concluding that the Chairman of the District 
Committee should have disqualified himself or was in any 
way prejudiced in the case at hand. Accordingly, Waldron’s 
charge against the District Committee is rejected. 


B. Board of Governors 


Waldron further alleges that the decision of the Board of 
Governors was “unduly influenced” by the “biased deci- 
sion” of the District Committee. Waldron offers no evidence 
whatsoever in support of this allegation, and the record 
does not support it. Accordingly, this allegation is also 
rejected. 


ll. Violations of the NASD’s Rules of Fair Practice: Unfair 
Mark-Ups 
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The NASD found that Waldron and Hummel violated the 
Association’s mark-up policy in connection with thirteen 
principal transactions in the common stock of Compass 
Industries, Inc., and three principal transactions in the 
common stock of Norsul Oil & Mining, Ltd. Specifically, the 
NASD found that Waldron charged a 26.6% mark-up on 
twelve sales of Compass, a 16.6% mark-up on one 
Compass sale, and a 12% mark-up on three sales of 
Norsul. Applicants challenge the NASD’s findings with re- 
spect to three of the Compass sales which they assert were 
risk trades since Waldron had an inventory position. 


The NASD’s mark-up policy prohibits a member from selling 
a security to a customer at a price not reasonably related to 
the current market price of the security.2 To compute the 
mark-up in any given securities transaction, it is therefore 
essential to determine what constitutes the “current market 
price” of the security involved. Generally, the best evidence 
of “current market price” is the prevailing inter-dealer price, 
that is, the price at which transactions are actually executed 
among various dealers. However, the NASD’s mark-up 
policy expressly states that in the absence of other bona 
fide evidence of the prevailing market, a member's own 
contemporaneous cost is the best indication of the prevail- 
ing market price.* It should be particularly noted that the 
contemporaneous cost rule “applies whether or not a dealer 
has a position in the security.’’> 


Applicants argue that the proper base on which to compute 
the mark-ups they charged customers on sales of Compass 
stock is not the firm’s contemporaneous cost, but the 
primary market-maker’s asked price in the sheets published 
by the National Quotation Bureau, Inc. But applicants do not 
explain how Waldron, which was not a market-maker in 
Compass stock, was able to purchase all the stock it wanted 
from the primary market-maker at prices less than the asked 
price quoted in the sheets. 


Moreover, the record shows that other broker-dealers were 
able to obtain Compass stock from that source at the same 
“bargain” prices. Thus the asked quotation cannot be 
accepted as valid evidence of the prevailing market price. 
Rather, Waldron’s contemporaneous cost is the best evi- 
dence of that price.® 


As noted, applicants are only contesting three “risk” trans- 
actions. It is uncontroverted that, on November 28, 1972, 
Waldron, as principal, sold from its inventory 300, 300 and 
200 shares of Compass to customers at prices of 43/4, 43/4 
and 45/s, respectively. And the record establishes that 
Waldron purchased 600 shares of Compass at 33/4 on that 
date. As stated above, the contemporaneous cost rule is 
applicable whether or not a dealer has a position in a 
security. Accordingly, in the absence of other bona fide 
evidence of the prevailing market, 33/4 is the appropriate 
base for computing mark-ups on the three “risk” trades, and 
the prices which the firm charged customers were clearly 
excessive. 


We affirm the NASD's findings of violation with respect to 
the three transactions, and the NASD's other findings of 
misconduct. We are unable to conclude that the sanctions 
imposed on applicants are excessive or oppressive. 





@ | 


An appropriate order will issue. 


By the Commission (Chairman HILLS and Commissioners 
LOOMIS, EVANS, and POLLACK). 


George A. Fitzsimmons 
Secretary 





1 Section 1 requires the observance of high standards of 
commercial honor and just and equitable principles of trade. 
Section 4 provides, in pertinent part, that where a member 
sells for his own account to his customer the price must be 
fair, taking into consideration all relevant circumstances. 
Section 27(c) requires, among other things, that each mem- 
ber review and endorse in writing, on an internal record, all 
transactions and all correspondence of its registered repre- 
sentatives pertaining to the solicitation or execution of any 
securities transaction. 


2 NASD Manual, p. 2056. 

3 Naftalin & Co., Inc., 41 S.E.C. 823, 825 (1964). 
4 NASD Manual, p. 2056. 

5 Naftalin & Co., Inc., supra, 41 S.E.C. at 827. 


6 The Commission has frequently followed this approach. 
See Managed Investment Programs, 37 S.E.C. 783 (1957); 
William Harrison Keller, Jr., 38 S.E.C. 900 (1959); Midland 
Securities Inc., 40 S.E.C. 333 (1960); Maryland Securities 
Co., Inc., 40 S.E.C. 443 (1960). And it has been regularly 
upheld by the courts. Samuel B. Franklin & Co. v. S.E.C., 
290 F.2d 719 (C.A. 9, 1961), cert denied, 368 U.S. 889; 
Barnett v. U.S., 319 F.2d 340 (C.A. 8, 1963). 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 


Admin. Proc. File No. 3-4471 
In the Matter of 

WALDRON & CO., INC. 
Holiday Plaza 

San Rafael, California 

and 

RAY E. HUMMEL 


For Review of Disciplinary Action Taken by the 


NATIONAL ASSOCIATION OF SECURITIES DEALERS, 
INC. 


ORDER AFFIRMING DISCIPLINARY ACTION TAKEN BY 
REGISTERED SECURITIES ASSOCIATION 


On the basis of the Commission's opinion issued this day, it 
is 

ORDERED that the sanctions imposed by the NASD on 
Waldron & Co., Inc. and Ray E. Hummel be, and they 
hereby are, affirmed. 

By the Commission. 


George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19701/October 1, 1976 


In the Matter of 


OHIO POWER COMPANY 
301 Cleveland Avenue, S. W. 
Canton, Ohio 44702 


(70-5908) 


NOTICE OF PROPOSED ISSUANCE AND SALE OF 
FIRST MORTGAGE BONDS AT COMPETITIVE BIDDING 


NOTICE IS HEREBY GIVEN that Ohio Power Company 
(“Ohio”), an electric utility subsidiary company of American 
Electric Power Company, Inc. (“AEP”), a registered holding 
company, has filed an application with this Commission 
pursuant to the Public Utility Holding Company Act of 1935 
(“Act”), designating Section 6(b) of the Act and Rule 50 
promulgated thereunder as applicable to the proposed 
transaction. All interested persons are referred to the appli- 
cation, which is summarized below, for a complete state- 
ment of the proposed transaction. 


Ohio proposes to issue and sell, subject to the competitive 
bidding requirements of Rule 50 under the Act, up to 
$80,000,000 aggregate principal amount of its First Mort- 
gage Bonds (the ‘new bonds”), % Series due 2006. The 
interest rate (which will be a multiple of '/s of 1%) and the 
price (which shall not be less than 100%, unless Ohio shall 
authorize a lower percentage not less than 99%, and shall 
not exceed 102.75%) will be determined by competitive 
bidding. The new bonds will be issued under a Mortgage 
and Deed of Trust dated as of October 1, 1938, between 
Ohio and Manufacturers Hanover Trust Company, Trustee, 
as heretofore supplemented and amended and as to be 
further supplemented and amended by a Supplemental 
Indenture to be dated as of November 1, 1976, and which 
includes, with certain exceptions, a prohibition until Novem- 
ber 1, 1981, against refunding the issue with proceeds of 
funds borrowed at a lower effective interest cost. 
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The proceeds (excluding premium and accrued interest) 
from the sale of the new bonds will be applied to the 
retirement at maturity First Mortgage Bonds, 71/4% Series, 
due December 1, 1976, in the principal amount of 
$40,000,000, and to the payment of unsecured short-term 
indebtedness of Ohio. As of September 14, 1976, there was 
$27,847,000 aggregate amount of notes payable to banks 
outstanding and $41,825,000 principal amount of commer- 
cial paper outstanding. At the time of the issuance and sale 
of the new bonds, there will be short-term debt outstanding 
estimated not to exceed $65,000,000. 


The fees and expenses to be incurred by Ohio in connection 
with the issue and sale of the new bonds and the fees and 
expenses of counsel for the underwriters, to be paid by the 
successful bidders, will be supplied by amendment. It is 
stated that the Public Utilities Commission of Ohio has 
jurisdiction over the issue and sale of the new bonds and 
that no other state commission and no federal commission, 
other than this Commission, has jurisdiction over the pro- 
posed transaction. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than October 27, 1976, request in writing that 
a hearing be held on such matter, stating the nature of his 
interest, the reasons for such request, and the issues of fact 
or law raised by said application which he desires to 
controvert; or he may request that he be notified if the 
Commission should order a hearing thereon. Any such 
request should be addressed: Secretary, Securities and 
Exchange Commission, Washington, D. C. 20549. A copy of 
such request should be served personally or by mail upon 
the applicant at the above-stated address, and proof of 
service (by affidavit or, in case of an attorney at law, by 
certificate) should be filed with the request. At any time after 
said date, the application, as filed or as it may be amended, 
may be granted as provided in Rule 23 of the General Rules 
and Regulations promulgated under the Act, or the Com- 
mission may grant exemption from such rules as provided in 
Rules 20(a) and 100 thereof or take such other action as it 
may deem appropriate. Persons who request a hearing or 
advice as to whether a hearing is ordered will receive any 
notices and orders issued in this matter, including the date 
of the hearing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19702/October 1, 1976 


In the Matter of 
OHIO POWER COMPANY 


301 Cleveland Avenue, S. W. 
Canton, Ohio 44701 
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AMERICAN ELECTRIC POWER COMPANY, INC. 
2 Broadway 
New York, New York 10004 


(70-5905) 


NOTICE OF PROPOSALS OF HOLDING COMPANY TO 
ENTER INTO INDEMNITY AGREEMENT WITH SURETY 
COMPANY FOR CERTAIN SUBSIDIARIES AND SECOND- 
TIER SUBSIDIARIES AND OF HOLDING COMPANY AND 
SUBSIDIARY TO ENTER INTO CONTRACTS OF GUAR- 
ANTY WITH STATE INDUSTRIAL COMMISSION 


NOTICE IS HEREBY GIVEN that American Electric Power 
Company, Inc. (“AEP”), a registered holding company, and 
Ohio Power Company (‘Ohio’), its electric utility subsidiary 
company, have filed a declaration with this Commission 
pursuant to the Public Utility Holding Company Act of 1935 
(“Act”), designating Sections 12(b) and 12(f) of the Act as 
applicable to the proposed transactions. All interested per- 
sons are referred to the declaration, which is summarized 
below, for a complete statement of the proposed transac- 
tions. 


AEP proposes to enter into an indemnity agreement with 
Seaboard Surety Company, New York, New York (‘‘Sea- 
board”) on behalf of the following AEP subsidiaries and 
second-tier subsidiaries operating in West Virginia and 
Ohio, respectively: West Virginia—Ohio, Appalachian Power 
Company, Cedar Coal Company, Central Appalachian Coal 
Company, Central Operating Company, Southern Appala- 
chian Coal Company, Southern Ohio Coal Company 
(“Southern Ohio”), Wheeling Electric Company, and Wind- 
sor Power House Coal Company; Ohio—Ohio, Cardinal 
Operating Company (“Cardinal”), Central Ohio Coal Com- 
pany, Ohio Electric Company (“Ohio Electric’), and South- 
ern Ohio. The indemnity agreement concerns liabilities 
incurred by Seaboard in connection with the issuance, since 
April 1, 1976, of surface mining reclamation surety bonds 
(“reclamation bonds”), self-insurance workmen’s compen- 
sation surety bonds (“workmen’s compensation bonds”), 
and self-insurance pneumoconiosis (black lung) disability 
bonds (‘disability bonds”). 


It is stated that certain of the above second-tier subsidiary 
companies (“coal mining companies’) engage in coal min- 
ing operations in West Virginia and Ohio, as part of the AEP 
System's program for fuel procurement. Under West Vir- 
ginia law, a prerequisite to the issuance of a surface mining 
permit is the posting with the State Department of Natural 
Resources of a reclamation bond in the amount of $1,000 
per acre to be mined to assure that mining operations will 
be conducted in accordance with the permit issued and that 
all reclamation will be completed after mining has been 
terminated. It is further stated that the reclamation bonds 
must be posted by a corporate surety that is independent of 
the mining operator. Similarly, the Ohio Department of 
Natural Resources requires a reclamation bond, in an 
amount equal to the cost of reclamation. It is stated that the 
coal mining companies have experienced difficulties in 
obtaining reclamation bonds, with surety companies either 
refusing to issue such bonds or issuing bonds only upon 
indemnification by AEP. It is further stated that Seaboard 
has issued the reclamation bonds without requiring present 
indemnification from AEP, but subject to AEP’s filing of the 


























instant declaration seeking Commission approval for AEP to 
indemnify Seaboard. The maximum amount of indemnity at 
any one time outstanding with respect to the reclamation 
bonds will not exceed $30,000,000. 


It is stated that the above AEP subsidiaries and second-tier 
subsidiaries are self-insured as to workmen’s compensation 
liability, with such self-insurance resulting in savings over 
the cost of purchased workmen’s compensation insurance. 
In West Virginia, the Commissioner of the Workmen's 
Compensation Fund had required that, effective July 1, 
1976, all self-insured employers must post $1,000,000 
bonds. Similarly, the state of Ohio’s Industrial Commission 
has currently required self-insuring employers to post bonds 
of not less than $100,000 nor more than $1,000,000 each. It 
is further stated that surety companies were unwilling to 
issue the workmen’s compensation bonds without indemnifi- 
cation by AEP; but that Seaboard has issued the bonds 
without present indemnification, subject to AEP’s filing of the 
instant declaration seeking Commission approval to indem- 
nify Seaboard. The maximum amount of indemnity at any 
one time outstanding with respect to the workmen’s com- 
pensation bonds will not exceed $15,000,000. 


It is stated that the above coal mining companies are 
presently self-insured as to black lung disability benefits 
provided to miners by the Federal Coal Mine Health and 
Safety Act of 1969. The United States Department of Labor 
has required, as a condition to such self-insurance, that 
disability bonds be provided to the Federal Government, 
insuring payment of black lung disability claims. It is further 
stated that the coal mining companies have found it difficult 
to renew such disability bonds, and that seaboard has 
agreed to provide the required bonds, subject to AEP’s 
seeking Commission approval to indemnify Seaboard. The 
maximum amount of indemnity at any one time outstanding 
with respect to the disability bonds will not exceed 
$2,000,000. 


It is further proposed that AEP, on behalf of Ohio, and Ohio, 
on behalf of its subsidiaries, Ohio Electric and Cardinal, 
enter into contracts of guaranty with the Ohio Industrial 
Commission. Said commission has required these contracts 
in order to assure the payment of workmen’s compensation 
claims by the respective parent of each subsidiary com- 
pany, should the subsidiary fail to make such payments. 
Such contracts of guaranty are required on or before 
November 1, 1976. 


The fees and expenses to be paid, including legal fees, are 
estimated as not to exceed $2,500. It is stated that AEP will 
not make any charge to any System company with respect 
to either indemnification under the bonds or the contracts of 
guaranty. It is further stated that no state commission and 
no federal commission, other than this Commission, has 
jurisdiction over the proposed transactions. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than October 28, 1976, request in writing that 
a hearing be held on such matter, stating the nature of his 
interest, the reasons for such request, and the issues of fact 
or law raised by said declaration which he desires to 
controvert; or he may request that he be notified if the 
Commission should order a hearing thereon. Any such 
request should be addressed: Secretary, Securities and 


Exchange Commission, Washington, D. C. 20549. A copy of 
such request should be served personally or by mail upon 
the declarants at the above-stated addresses, and proof of 
service (by affidavit or, in case of an attorney at law, by 
certificate) should be filed with the request. At any time after 
said date, the declaration, as filed, or as it may be 
amended, may be permitted to become effective as pro- 
vided in Rule 23 of the General Rules and Regulations 
promulgated under the Act, or the Commission may grant 
exemption from such rules as provided in Rules 20(a) and 
100 thereof or take such other action as it may deem 
appropriate. Persons who request a hearing or advice as to 
whether a hearing is ordered will receive any notices and 
orders issued in this matter, including the date of the 
hearing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19703/October 1, 1976 


In the Matter of 


MIDDLE SOUTH UTILITIES, INC. 
MIDDLE SOUTH ENERGY, INC. 
225 Baronne Street 

New Orleans, Louisiana 70112 


(70-5781) 


NOTICE OF SECOND POST-EFFECTIVE AMENDMENT 
REGARDING PROPOSED ISSUANCE AND SALE OF 
COMMON STOCK BY SUBSIDIARY COMPANY TO 
HOLDING COMPANY 


NOTICE IS HEREBY GIVEN that Middle South Utilities, Inc. 
(“Middle South”), a registered holding company, and Middle 
South Energy, Inc. (‘“MSEI"), a subsidiary company of 
Middle South, have filed with this Commission a second 
post-effective amendment to the application-declaration in 
this proceeding pursuant to Sections 6(a), 7, 9(a), and 10 of 
the Public Utility Holding Company Act of 1935 (‘‘Act*) 
regarding the following proposed transactions. All interested 
persons are referred to the amended application-declara- 
tion, which is summarized below, for a complete statement 
of the proposed transactions. 


By orders in this proceeding dated January 20, 1976, and 
September 30, 1976 (HCAR Nos. 19354 and 19699), MSEl 
was authorized to issue and sell to Middle South (holder of 
all of MSEI’s common stock no par value per share), and 
Middle South was authorized to acquire, 68,000 additional 
shares of MSEI’s common stock, for an aggregate purchase 
price of $68,000,000 in cash. Middle South and MSEI stated 
that it was preferable for the additional common stock to be 
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sold at times coinciding with MSEI’s cash needs, which are 
primarily determined by the nature and pace of the con- 
struction work on its Grand Gulf Nuclear Electric Station 
near Vicksburg, Mississippi. Accordingly, the applicants- 
declarants were granted authority to consummate the pro- 
posed transactions at various times through December 31, 
1976. 


In the second post-effective amendment, it is stated that 
sales of the additional common stock aggregating 53,000 
shares have occurred, leaving 15,000 remaining shares of 
common stock authorized to be sold through and including 
December 31, 1976. To enable MSEI to continue construc- 
tion of the Grand Gulf Nuclear Electric Station project and 
for other cash needs, authorization is now requested for the 
company to issue and sell, and for Middle South to acquire, 
in addition to the 15,000 remaining shares of common stock 
authorized to be sold through and including December 31, 
1976, an additional 5,000 shares of its presently authorized 
but unissued common stock, no par value, to be sold as 
necessary during the same period at a price of $1,000 per 
share for an aggregate cash purchase price of $5,000,000. 


It is further stated that to the extent funds are required from 
external sources to acquire additional shares of MSEI 
common stock, Middle South will obtain such funds through 
the issuance and sale of its unsecured short-term promis- 
sory notes issued under a revolving credit agreement dated 
as of June 1, 1976, with a group of banks headed by 
Manufacturers Hanover Trust Company of New York, as 
authorized by the Commission’s order dated June 14, 1976 
(HCAR No. 19570). 


No State commission and no Federal commission, other 
than this Commission, has jurisdiction over the proposed 
transactions. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than October 26, 1976, request in writing that 
a hearing be held on such matter, stating the nature of his 
interest, the reasons for such request, and the issues of fact 
or law raised by said post-effective amendment to the 
application-declaration which he desires to controvert; or he 
may request that he be notified if the Commission should 
order a hearing thereon. Any such request should be 
addressed: Secretary, Securities and Exchange Commis- 
sion, Washington, D. C. 20549. A copy of such request 
should be served personally or by mail upon the applicants- 
declarants at the above-stated address, and proof of service 
(by affidavit or, in case of an attorney at law, by certificate) 
should be filed with the request. At any time after said date, 
the application-declaration, as now amended or as it may be 
further amended, may be granted and permitted to become 
effective as provided in Rule 23 of the General Rules and 
Regulations promulgated under the Act, or the Commission 
may grant exemption from such rules as provided in Rules 
20(a) and 100 thereof or take such other action as it may 
deem appropriate. Persons who request a hearing or advice 
as to whether a hearing is ordered will receive any notices 
and orders issued in this matter, including the date of the 
hearing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 
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George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19704/October 4, 1976 


In the Matter of 


THE COLUMBIA GAS SYSTEM, INC. 
Wilmington, Delaware 19807 


(70-5899) 


ORDER AUTHORIZING STOCK ISSUANCE FOR EM- 
PLOYEE STOCK OWNERSHIP PLAN 


Columbia Gas System, Inc. (“Columbia”), a registered hold- 
ing company, and its subsidiaries, hereinafter collectively 
referred to as the System (“System”), have filed a declara- 
tion, and amendments thereto, with this Commission pur- 
suant to Sections 6 and 7 of the Public Utility Holding 
Company Act of 1935 (“Act”). and Rule 50(a)(5) promul- 
gated, thereunder, as applicable to the following proposed 
transactions. 


Columbia proposes to participate in an employee stock 
ownership plan pursuant to Section 301 of the Tax Reduc- 
tion Act of 1975 (‘“TRESOP”). Under TRA of 1975 an 
additional one percent tax credit is made available to an 
electing corporation if an amount equal thereto is trans- 
ferred to an employee stock ownership plan in the form of 
common stock or cash which then must be used to pur- 
chase common stock of the corporation. Columbia intends 
to elect the additional one percent investment tax credit on 
its consolidated tax return. Columbia proposes either to 
contribute authorized but unissued stock equal in value to 
the amount of the tax credit or to contribute cash in such 
amount to TRESOP for the benefit of eligible System 
employees. Any cash contribution would be returned to 
Columbia in exchange for authorized but unissued shares of 
Columbia common stock. 


The one percent investment tax credit is based on qualified 
property additions by the System. It is estimated that the 
additional one percent investment tax credit will amount to 
approximately $2,500,000 in total for the years 1975 and 
1976. The number of shares which will be issued will be 
determined based upon the additional investment tax credit 
figure and the average of the closing prices of Columbia’s 
common stock on the New York Stock Exchange Composite 
Tape for the 20 consecutive trading days immediately 
preceding the date of issue. At an assumed average trading 
price of $25 per share, it is presently estimated that approxi- 
mately 100,000 shares of stock would be issued for 1975 
and 1976. Columbia requests authorization to issue up to 
125,000 new shares to provide sufficient shares in case of 
differences in estimates for the investment tax credits and 
fluctuations in the market price of Columbia common stock. 
It is estimated that no employee will receive more than 70 
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shares of stock. 


These new shares will not be registered under the Securi- 
ties Act of 1933, but will be “restricted securities” within the 
meaning of Rule 144 promulgated pursuant to such Act, 
which requires that “restricted securities’ be held for a 
period of two years prior to sale. 


The TRA of 1975 provides that the investment tax credit 
amounts be allocated to eligible employees proportionately 
based on compensation. Under Columbia’s plan, employees 
with at least one year of service and who are at least 21 
years of age will be eligible. Compensation will be limited to 
$100,000 annually for the purposes of such allocation. The 
TRA of 1975 also requires that the ownership of stock 
purchased with the amounts contributed vest immediately 
but that such stock may not be distributed until seven years 
after the allocation date except in the case of termination of 
employment for any reason. A Trust (“TRESOT”) will be 
established to receive the stock or, if cash is contributed, to 
exchange the cash for shares of Columbia common stock 
and hold the stock for the benefit of qualified employees for 
the requisite seven years or until a participant's employment 
terminates. Dividends on the shares held on the TRESOT 
will be paid to the beneficial owners. The Trustee of the 
TRESOT will not be permitted to vote the shares it holds, 
unless it shall have received voting instructions from partici- 
pating employees. 


Due to the terms and nature of the transaction, the public 
invitation for bids, as required by Rule 50, is considered 
inappropriate and is exempted from said rule. 


No State or Federal commission, other than this Commis- 
sion, has jurisdiction over the proposed transactions. The 
fees and expenses incurred or to be incurred in connection 
with this transaction are estimated at $22,000, including 
system service company charges, at cost, of $15,000. 


Due notice of the filing of said declaration has been given in 
the manner prescribed in Rule 23 promulgated under the 
Act (HCAR No. 19669), and no hearing has been requested 
of or ordered by the Commission. Upon the basis of the 
facts in the record, it is hereby found that the applicable 
standards of the Act and the rules thereunder are satisfied 
and that no adverse findings are necessary; and that it is 
appropriate in the public interest and in the interest of 
investors and consumers that said declaration, as amended, 
be permitted to become effective: 


IT IS ORDERED, pursuant to the applicable provisions of 
the Act and rules thereunder, that said declaration, as 
amended, be, and it hereby is permitted to become effective 
forthwith, subject to the terms and conditions prescribed in 
Rule 24 promulgated under the Act. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY 
Release No. 19705/October 5, 1976/File No. 57-565 


ANNUAL REPORTS FOR PUBLIC UTILITY HOLDING 
COMPANIES 


Proposed Amendments to Form 


The Commission today invited public comments on pro- 
posed amendments to annual report Form U5S [17 CFR 
259.5s] filed under the Public Utility Holding Company Act 
of 1935 (‘1935 Act’) pursuant to Rule 1(c) [17 CFR 
250.1(c)] of the Rules and Regulations under the 1935 Act. 
lf adopted, registered holding companies and their subsidi- 
aries will be required to file annual reports in conformity with 
Form 10-K [17 CFR 249.310] under the Securities Ex- 
change Act of 1934 (1934 Act’), in addition to a modified 
Form USS required for regulatory purposes under the 1935 
Act. 


BACKGROUND 
Statutory and Other Provisions for Substitute Reports 


Section 14 of the 1935 Act authorizes the Commission to 
prescribe the form in which information required pursuant to 
the continuous disclosure provisions of that Act shall be set 
forth. The Commission promulgated Rule 1(c), which re- 
quires every holding company registered under Section 5 of 
the 1935 Act to file an annual report on Form U5S on behalf 
of itself and its subsidiaries. The annual report is intended to 
supplement and keep current information contained in each 
holding company’s registration statement filed on Form U5B 
[17 CFR 259.5b]. Form USS is primarily designed to meet 
the regulatory requirements of the 1935 Act. It requires a 
substantial volume of detailed information about subsidi- 
aries, regardless of size, and data relating to the particular 
requirements of the 1935 Act. Fourteen holding companies, 
with consolidated assets at December 31, 1975, of $37.9 
billion, currently file Form U5S. 


On September 3, 1976 (Release No. 34-12769) [41 FR 
39048], the Commission invited public comments on a 
proposal to rescind the annual report Form 12-K and to 
amend and revoke provisions of Rules 13, 14 and 15 [17 
CFR 240.13, 17 CFR 240.14, 17 CFR 240.15] under the 
1934 Act. That proposal, if adopted, will no longer permit 
issuers registered under Section 12 of the 1934 Act to file 
copies of annual and other periodic reports submitted to 
other federal regulatory commissions as exhibits to Form 
12-K and in lieu of the information specified in quarterly 
report Form 10-Q [17 CFR 249.308a]. Instead, such issuers 
will be required to file annual reports on Form 10-K and 
quarterly reports on Form 10-Q. 


Holding companies registered under the 1935 Act and their 
subsidiaries are similarly now excused from filing the sepa- 
rate annual report on Form 10-K, although they are subject 
to the quarterly reporting requirements of Form 10-Q. Form 
USS is directed primarily to the regulatory purposes of the 
1935 Act and, like the annual reports filed with other federal 
regulatory agencies, is not an adequate substitute for the 
report, on Form 10-K, which is directed to meet investors’ 
needs under the 1934 Act. The reasons discussed at length 
in our proposal to rescind Form 12-K apply also to those 
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public utility companies that file regulatory reports with this 
Commission under the 1935 Act. 


The amendments to Form U5S proposed herein will be 
effected by deleting references to Sections 13 and 15(d) of 
the 1934 Act and by making other necessary modifications. 
In addition, certain items of disclosure now required by 
Form USS, which would repeat information reported in Form 
10-K, will be eliminated. Appropriate changes will be made 
in the numbering of Form US5S to reflect the deletions. 


Operation of Proposal 


Registered holding companies and their subsidiaries now 
eporting on Form USS in lieu of filing Form 10-K may 
continue to do so pending the adoption of the amendments 
proposed herein and in the Commission's release of Sep- 
tember 3, 1976, which proposes the rescission of Form 12- 
K. The proposal herein is limited to modifications of Form 
U5S; no amendment to Rule 1(c) or any other Commission 
rule or regulation is necessary. No other reporting require- 
ment generally applicable to registered holding companies 
and their subsidiaries, other than the annual reporting 
requirements of Form 10-K, will be affected by the proposed 
amendments to Form USS. 


The Commission hereby proposes for comment proposed 
amendments to Form U5S pursuant to Sections 5(c) and 
20(a) of the 1935 Act. 


All interested persons are invited to submit their written 
views and comments on the foregoing proposals, in tripli- 
cate, to George A. Fitzsimmons, Secretary, Securities and 
Exchange Commission, Washington, D. C. 20549, on or 
before November 1, 1976. Such communications should 
refer to File S7-656 and will be available for public inspec- 
tion. The text of the proposed amendments is set forth 
below. 


By the Commission. 


George A. Fitzsimmons 
Secretary 


October 5, 1976 
TEXT OF PROPOSED AMENDMENTS TO FORM U5S 


§ 259.5s Form USS, for annual reports filed under Section 
5(c) of the Act, is proposed to be amended in the following 
manner. 


1. The portion of the facing sheet referring to a filing 
pursuant to Sections 13 or 15(d) of the Securities Exchange 
Act of 1934 shall be deleted. 


2. General instructions 1(b) and 2(b) and the last sentence 
of instruction 2(c) shall be deleted. Instruction 1(a) shall be 
renumbered as instruction 1 and instructions 2(c) to 2(f) 
inclusive shall be renumbered as instructions 2(b) to 2(e). 


3. Item 2, “Securities Registered on Exchanges,” shall be 
deleted. The other items will not be renumbered at this time. 


4. Item 8(b), “Holders of Capital Stock,” shall be deleted and 
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Item 8(a) renumbered as Item 8. 


5. The clause “and under the Securities Exchange Act of 
1934” shall be deleted from the instruction to Item 13. 


6. The second sentence of instruction 1(b), of the /nstruc- 
tions as to Financial Statements, which now reads: 


The individual corporate and consolidated statements 
included in the consolidating statements, of the top 
registered holding company and of each other system 
company filing this report pursuant to Section 13 or 
15(d) of the Securities Exchange Act of 1934 shall be 
audited in accordance with Regulation S-X. 


will be amended to read: 


The individual corporate and consolidated state- 
ments included in the consolidating statements 
with respect to those members of the system 
that file annual reports on Form 10-K shall 
correspond to the financial statements so filed 
on Form 10-K. 


7. The clause “except in the case of a system company 
filing this report pursuant to Section 13 or 15(d) of the 
Securities Exchange Act of 1934” shall be deleted from the 
fourth sentence of said instruction 1(b). 


8. Instruction 1(c) of the /nstructions as to Financial State- 
ments shall be amended to read: 


(c) There shall be included with the financial state- 
ments for each member company the schedules 
specified in Rule 5-04 of Regulation S-X, to the extent 
required by that regulation, except Schedules Il, Ill, 
IV, X, XVII, XVII and XIX provided that any schedule 
of a subsidiary company may be omitted if the infor- 
mation required is included and separately identified 
in the consolidated schedules of its parent, or else- 
where in the financial statements or in the answers to 
any of the items of the Form. 


Any required schedule may be incorporated by refer- 
ence to any prior filing under any act administered by 
the Commission, to the extent permitted by Rule 24 
[17 CFR 201.24] of the Commission's Rules of Prac- 
tice. If the information required in any schedule of any 
system company is contained in any schedule or 
schedules of such company's report to the Federal 
Power Commission, duplicates of such schedules with 
appropriate references may be used to satisfy the 
requirements of this form. 


9. Instruction 2 of the Instructions as to Exhibits shall be 
deleted. ; 
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In the Matter of 


SOUTHWESTERN ELECTRIC POWER COMPANY 
Shreveport, Louisiana 71156 


(70-5893) 


ORDER AUTHORIZING PROPOSED ISSUE AND SALE 
OF FIRST MORTGAGE BONDS TO MUNICIPALITY IN 
CONNECTION WITH FINANCING OF POLLUTION CON- 
TROL FACILITIES AND GRANTING EXCEPTION FROM 
COMPETITIVE BIDDING 


Southwestern Electric Power Company (“SWEPCO’”), an 
electric utility subsidiary company of Central and South 
West Corporation, a registered holding company, has filed 
an application-declaration and an amendment thereto with 
this Commission pursuant to Sections 6 and 7 of the Public 
Utility Holding Company Act of 1935 (‘Act’) and Rule 50 
promulgated thereunder regarding the following proposed 
transactions. 


SWEPCO states that in order to comply with applicable 
state and federal environmental requirements with respect 
to its Flint Creek Power Plant (‘plant’) under construction 
near Siloam Springs, Arkansas, it is necessary to construct 
and equip the plant with certain air and water pollution 
control facilities and sewage and solid waste disposal 
facilities (“facilities”). To finance the acquisition, construc- 
tion and equipment of the facilities, SWEPCO proposes to 
make two borrowings from the City of Siloam Springs, 
Arkansas (“City”). 


The two loans from the City to SWEPCO will be made under 
two loan agreements (“loan agreements”). The loan agree- 
ments provide that the City will issue its Revenue Bonds 
(“revenue bonds”) at SWEPCO’s request and that the City 
will concurrently loan SWEPCO an amount equal to the 
aggregate principal amount of the revenue bonds. The City 
is expected to issue its revenue bonds in two series (‘Series 
A and B revenue bonds’). The loan agreements further 
require SWEPCO to execute and deliver its bonds 
(“SWEPCO bonds”) to the Revenue Bond Trustee as 
evidence of and security for the loans. 


The loan agreements obligate SWEPCO to complete the 
facilities, whether or not the loan proceeds are sufficient 
therefor, and to apply the loan proceeds to the costs 
thereof as defined in the loan agreements. SWEPCO 
further agrees to indemnify the City in connection with the 
transactions contemplated by the loan agreements and to 
provide the City with sufficient revenues to discharge its 
obligations on the revenue bonds. 


The SWEPCO bonds will be issued under SWEPCO’s 
Indenture dated February 1, 1940 to Continental Illinois 
National Bank and Trust Company of Chicago and M. J. 
Kruger, as Trustees. The SWEPCO bonds will be issued in 
two series: The Series A SWEPCO bonds will be issued in a 
principal amount estimated at approximately $7,100,000 
(but not in excess of $9,000,000) and will be equal in 
amount to the Series A revenue bonds. The Series A bonds 
will mature not later than 30 years from their issue date. The 
Series A SWEPCO bonds will be subject to either sinking 
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ensure the retirement prior to 30 years from the issue date 
of 25% of the aggregate principal amount of both series of 
the SWEPCO Bonds. The SWEPCO Bonds will bear inter- 
est at a rate or rates equal to the interest rate or rates of the 
corresponding Series A and B revenue bonds. 


The Series B SWEPCO and revenue bonds will be issued in 
the principal amount of $1,000,000 and will mature 30 years 
from the first day of the month in which they are issued. 
Terms of the Series A and B SWEPCO bonds will be 
identical except that the Series B SWEPCO bonds will not 
have a sinking fund. 


The SWEPCO bonds, or such portion thereof as mature 
after November 1, 1986, will be redeemable at SWEPCO’s 
option on and after November 1, 1986 in whole or in part. 
The redemption prices will begin at 103% of the principal 
amount of the bond for redemptions occurring from Novem- 
ber 1, 1986 through October 31, 1987 and declining 1/2% of 
such principal amount thereof for redemptions occurring 
during each successive 12-month period thereafter to 100% 
for redemptions occurring on or after November 1, 1992. 
The SWEPCO bonds will also be subject to redemption at 
100% of the principal amount thereof (plus accrued interest) 
upon the occurrence of certain extraordinary events de- 
scribed in SWEPCO’s supplemental indentures. 


Sale of the Series B revenue bonds will be contingent on 
the sale of the Series A revenue bonds, but not vice versa. 
Proceeds of the Series B revenue bonds will be used to 
finance cost of facilities which might not qualify as allowable 
under state and federal laws respecting pollution control 
revenue bonds. 


It is contemplated that the City will sell its revenue bonds 
through a public offering managed by Merrill Lynch, Pierce, 
Fenner & Smith, Inc. SWEPCO will not be a party to the 
contract between Merrill Lynch and the City but terms of that 
contract are subject to SWEPCO’s approval. 


SWEPCO also proposes to increase the limit on aggregate 
first mortgage bonds permitted to be outstanding under the 
SWEPCO Indenture referred to above from $300 million to 
$1 billion. SWEPCO states that this limitation is required by 
state law and may be increased from time to time by 
resolution of the SWEPCO Board of Directors. The 
SWEPCO supplemental indenture relating to the SWEPCO 
Series A bonds referred to herein will provide for this 
increase. 


SWEPCO requests an exception from the competitive bid- 
ding requirements of Rule 50 for the sale of its bonds to the 
City pursuant to Rule 50(a)(5). 


The Arkansas Public Service Commission and the Corpora- 
tion Commission of the State of Oklahoma have authorized 
the proposed transactions. No other state commission and 
no federal commission, other than this Commission, has 
jurisdiction over the proposed transactions. Fees and ex- 
penses to be incurred in connection with the proposed 
transactions are estimated at $193,000, including attorneys’ 
fees of $60,500 and accountants’ fees of $7,500. 


Due notice of the filing of said application-declaration has 
been given in the manner prescribed in Rule 23 promul- 
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gated under the Act (HCAR Nos. 19659 and 19687), and no 
hearing has been requested of or ordered by the Commis- 
sion. Upon the basis of the facts in the record, it is hereby 
found that the applicable standards of the Act and the rules 
thereunder are satisfied and that no adverse findings are 
necessary; and that it is appropriate in the public interest 
and in the interest of investors and consumers that said 
application-declaration, as amended, be granted and _ per- 
mitted to become effective: 


IT IS ORDERED, pursuant to the applicable provisions of 
the Act and rules thereunder, that said application-declara- 
tion, as amended, be, and it hereby is, granted and permit- 
ted to become effective forthwith, subject to the terms and 
conditions prescribed in Rule 24 promulgated under the Act 
and subject further to the reservation of jurisdiction ordered 
below. 


IT IS FURTHER ORDERED that jurisdiction be, and it 
hereby is, reserved with respect to the issue and sale of the 
SWEPCO bonds insofar as the terms of those bonds are 
affected by the issue and sale of Revenue Bonds, by the 
City. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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Release No. 19707/October 6, 1976 


In the Matter of 


LOUISIANA POWER & LIGHT COMPANY 
New Orleans, Louisiana 


(70-5900) 


ORDER AUTHORIZING PROPOSAL TO OPERATE AND 
SUBSEQUENTLY ACQUIRE MUNICIPAL ELECTRIC FA- 
CILITIES 


Louisiana Power & Light Company (“Louisiana”), a public- 
utility subsidiary company of Middle South Utilities, Inc. 
(“Middle South’), a registered holding company, has filed 
an application with this Commission pursuant to Sections 
9(a) and 10 of the Public Utility Holding Company Act of 
1935 (“Act”) regarding the following proposed transaction. 


Louisiana is engaged in the business of generating, trans- 
mitting, distributing, and selling electric power and energy. It 
operates in 46 of the 64 parishes (counties) in the State of 
Louisiana, including the Parish of East Carroll. Its operating 
revenues for the twelve months ended June 30, 1976, 
aggregated $302,336,000. 


The Town of Lake Providence (the “Town”) is a municipal 
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corporation of the State of Louisiana, located in the Parish 
of East Carroll, in the northeasterly corner of the state. Its 
estimated population is approximately 6,200 people. The 
Town owns, operates, and maintains a system for the 
generation, distribution, and sale of electric power and 
energy to customers within the corporate limits of the Town, 
as well as to some customers outside of such corporate 
limits (the “Electric System”). As of February 4, 1976, the 
Town had 2,985 electric customers. As of June 30, 1975, 
the Electric System had a depreciated book value of ap- 
proximately $2,628,600 against an original cost of approxi- 
mately $4,055,800. For the year ended June 30, 1975, the 
Electric System and the water plant and system of the Town 
had combined operating revenues of $946,694 and com- 
bined operating expenses of $1,090,158, or a net loss of 
$143,464. It is Louisiana’s understanding that approximately 
90% of such revenues and expenses relate to the Electric 
System. The Town presently has outstanding (1) bonds in 
the aggregate principal amount of $2,222,000 which are 
payable from the income and revenues of its waterworks 
and electric system and plants and (2) certificates of indebt- 
edness in the aggregate principal amount of $37,000. 
Louisiana states that it is its understandi: 3 that, for financial 
and other reasons, the Town has been encountering in- 
creasing difficulty in the operation and maintenance of the 
Electric System. 


Pursuant to an invitation of the Town and on the basis of 
subsequent negotiations, Louisiana, under date of May 13, 
1976, submitted to the Town a proposition and offer (‘Of- 
fer’) which provides for the operation and possible ultimate 
ownership by the company of the Electric System as set 
forth in an Operating Agreement. A special election was 
called by the Town and held on July 24, 1976, and resulted 
in a vote by the electorate in favor of the acceptance of the 
company’s Offer. 


Under the terms of the Operating Agreement, Louisiana, 
among other things, will be obligated, at its own expense, to 
operate and maintain the entirety of the Electric System 
exclusive of the generating facilities (‘Distribution System’), 
providing for the entirety of the electric power supply re- 
quirements of the Distribution System and its customers. 
The company may but will not be obligated to operate and/ 
or maintain the Electric System’s generating facilities or any 
part thereof. Louisiana will make payments to certain paying 
agents of amounts necessary to pay the principal of and 
interest on the Bonds as such principal and interest become 
due. The company is also obligated to pay the Town 2% of 
the revenues from residential and commercial customers 
within the corporate limits of the Town. (This is standard in 
all municipalities wherein the company is franchised.) 


At such time as no Bonds are any longer outstanding, 
Louisiana will have the right and option to purchase and 
acquire from the Town the entirety of the Electric System in 
consideration of (1) the continued obligation of the company 
to make certain payments of $75,000 per year to the Town 
in each of the years 1993 through 2000 and (2) the granting 
by the company to the Town of the right and option to 
require the company to pay to the Town in a single lump 
sum, in lieu of such $75,000 annual payments, the aggre- 
gate amount of all such payments then remaining unpaid, 
discounted on a basis of 10% per annum applied against 
each sum payment to the due date thereof. 





Louisiana has been supplying limited: amounts of electric 
power to the Town at 13.2 KV through the company’s Oak 
Grove-Lake Providence 34.5 KV line and intends to use that 
line for the furnishing of all electric power to the Town under 
the Operating Agreement. In order to integrate the service 
to the Town into the company’s operations, certain improve- 
ments will be necessary at an estimated total cost of 
$148,600. 


The application states that the Town and its electric cus- 
tomers will be provided with a more reliable supply of 
electricity and with improved electric service. It is further 
stated that Louisiana’s service to the Town is expected to 
be operated on a profitable basis and that the ultimate 
acquisition by the company of the Electric System on a 
desirable basis is provided for and appears likely. 


No State commission and no Federal commission, other 
than this Commission, has jurisdiction over the proposed 
transaction. 


Due notice of the filing of said application has been given in 
the manner prescribed in Rule 23 promulgated under the 
Act (HCAR No. 19677), and no hearing has been requested 
of or ordered by the Commission. Upon the basis of the 
facts in the record, it is hereby found that the applicable 
standards of the Act and the rules thereunder are satisfied 
and that no adverse findings are necessary; and that it is 
appropriate in the public interest and in the interest of 
investors and consumers that said application be granted: 


IT IS ORDERED, pursuant to the applicable provisions of 
the Act and rules thereunder, that said application be, and it 
hereby is, granted, effective forthwith, subject to the terms 
and conditions prescribed in Rule 24 promulgated under the 
Act. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19708/October 6, 1976 


In the Matter of 

ALABAMA POWER COMPANY 
P. O. Box 2641 

Birmingham, Alabama 35291 
(70-5909) 


NOTICE OF PROPOSED SALE OF TRANSMISSION FA- 
CILITY 


NOTICE IS HEREBY GIVEN that Alabama Power Company 


(“Alabama”), an electric utility subsidiary of The Southern 
Company, a registered holding company, has filed a decla- 
ration with this Commission pursuant to the Public Utility 
Holding Company Act of 1935 (“Act”), designating Section 
12(d) of the Act and Rule 44 promulgated thereunder as 
applicable to the proposed transaction. All interested per- 
sons are referred to the declaration, which is summarized 
below, for a complete statement of the proposed transac- 
tion. 


Alabama proposes to sell its Opp Transmission Substation 
to Alabama Electric Cooperative, Inc. (“Cooperative”) pur- 
suant to the request of the Cooperative. The substation will 
be conveyed from Alabama to the Cooperative by deed and 
bill of sale for a sale price of $1,900,000; depreciated book 
value of the substation was $1,456,736 as of July 31, 1976. 
Alabama will obtain from its first mortgage bond trustee a 
release of the substation from the lien of Alabama's first 
mortgage indenture. 


Alabama presently delivers power to the Cooperative pur- 
suant to an interconnection agreement, and the Cooperative 
uses the Opp substation in connection with the receipt of 
such power. The Cooperative has paid Alabama a monthly 
facilities charge in connection with this substation. The 
charge will be eliminated upon the consummation of the 
proposed transaction. There is to be no substantial change 
in the use of the transmission substation. 


The fees and expenses to be incurred in connection with the 
proposed transaction are estimated at $3,500, including 
legal fees of $1,000. It is stated that no State commission 
and no Federal commission, other than this Commission 
has jurisdiction over the proposed transaction. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than October 29, 1976, request in writing that 
a hearing be held on such matter, stating the nature of his 
interest, the reasons for such request, and the issues of fact 
or law raised by the filing which he desires to controvert; or 
he may request that he be notified if the Commission should 
order a hearing thereon. Any such request should be 
addressed: Secretary, Securities and Exchange Commis- 
sion, Washington, D. C. 20549. A copy of such request 
should be served personally or by mail upon the declarants 
at the above-stated address, and proof of service (by 
affadavit or, in case of an attorney at law, by certificate) 
should be filed with the request. At any time after said date, 
the declaration, as filed with the request. At any time after 
said date, the declaration, as filed or as it may be amended, 
may be permitted to become effective as provided in Rule 
23 of the General Rules and Regulations promulgated 
under the Act, or the Commission may grant exemption 
from such rules as provided in Rules 20(a) and 100 thereof 
or take such other action as it may deem appropriate. 
Persons who request a hearing or advice as to whether a 
hearing is ordered will receive any notices or orders issued 
in this matter, including the date of the hearing (if ordered) 
and any postponements thereof. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 9468/October 1, 1976 


In the Matter of 


VARIABLE ANNUITY ACCOUNT E OF AETNA VARIA- 
BLE ANNUITY LIFE INSURANCE COMPANY 


and 


AETNA VARIABLE ANNUITY LIFE INSURANCE COM- 
PANY 

151 Farmington Avenue 

Hartford, Connecticut 06156 


(812-3989) 


NOTICE OF APPLICATION PURSUANT TO SECTION 6(c) 
OF THE ACT FOR AN ORDER GRANTING EXEMPTION 
FROM RULE 22c-1 AND PURSUANT TO SECTION 11 OF 
THE ACT FOR APPROVAL OF AN OFFER OF EX- 
CHANGE 


NOTICE IS HEREBY GIVEN that Variable Annuity Account 
E of AEtna Variable Annuity Life Insurance Company (‘“Ac- 
count E”), registered under the Investment Company Act of 
1940 (‘Act’) as a unit investment trust, and AEtna Variable 
Annuity Life Insurance Company (‘AEtna Variable” or the 
“Company’”), an Arkansas stock life insurance company and 
the principal underwriter for Account E, (sometimes herein- 
after referred to as “‘Applicants’’) filed an application on July 
14, 1976 and amendments thereto on September 22, 1976 
and September 30, 1976 pursuant to Section 6(c) of the Act 
for an order of the Commission granting exemption from 
Rule 22c-1 under the Act and pursuant to Section 11 of the 
Act for approval of an offer of exchange. All interested 
persons are referred to the application on file with the 
Commission for a statement of the representations therein 
which are summarized below. 


AEtna Variable is a wholly-owned subsidiary of AEtna Life 
and Casualty Company, a Connecticut corporation. Account 
E is a separate account of AEtna Variable established in 
1975 pursuant to the insurance laws of Arkansas for the 
purpose of holding reserves attributable to certain variable 
annuity contracts. All amounts allocated to Account E will be 
invested in shares of either AEtna Variable Fund, Inc. 
(“Fund”) or AEtna Variable Encore Fund, Inc. (‘Encore 
Fund”), open-end management investment companies reg- 
istered under the Act, or both, at the option of the contract 
owner. AEtna Variable is registered as an investment ad- 
viser under the Investment Advisers Act of 1940 and, as 
such, acts as investment adviser to both the Fund and 
Encore Fund. Applicants anticipate that Account E will be 
taxed as a separate entity for federal income tax purposes 
and will qualify as a regulated investment company under 
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the provisions of Subchapter M of the Internal Revenue 
Code of 1954, as amended (“Code”). 


Applicants have filed a registration statement under the 
Securities Act of 1933 for certain group variable annuity 
contracts designated “Group Variable Fund Retirement 
Contracts” (hereinafter ‘“Contracts”). Such Contracts are 
designed for use with certain deferred compensation plans 
not eligible for the tax preferred treatment of Subchapter D, 
Part 1, of the Code, and are available only to governmental 
and certain other tax-exempt organizations. The Contracts 
are of two types—installment purchase payment contracts 
(“Installment Payment Contracts”) and Contracts issued for 
stipulated amounts of $5,000 or more consisting of all or 
part of the assets held by the contract owner pursuant to a 
previously established plan. 


Installment Payment Contracts provide for (1) a deduction of 
1% from each installment purchase payment made on 
behalf of a participant as the premium for an insurance rider 
where, at the option of the contract owner, a pre-retirement 
minimum death benefit guarantee has been purchased with 
respect to an individual account, (2) a deduction for any 
applicable premium taxes where such taxes are assessed 
at the time the purchase payment is made, and (3) a 
deduction of 6% of the balance of such payment for sales 
and administrative expenses. Applicants presently antici- 
pate that premium taxes will be deducted from individual 
accounts at the time annuity payments commence. How- 
ever, the Company reserves the right to make a deduction 
from purchase payments should such taxes be assessed by 
the applicable jurisdiction at the time purchase payments 
are made. 


A daily deduction equivalent to 1.25% on an annual basis 
will be made from the value of the variable portion of each 
Contract for mortality and expense risks. The Contracts 
permit the contract owner to terminate the Contract at any 
time and to receive the accumulated value of the Contract. 
Termination of an Installment Payment Contract will be 
subject to a termination fee of 2% where the contract owner 
elects to terminate the Contract before the five years’ 
purchase payments have been made and to a termination 
fee of .2% thereafter. However, a participant's individual 
account may be separately terminated in whole or in part by 
the contract owner without charge at any time prior to the 
commencement of annuity payments. 


The owner of a Contract may select whether purchase 
payments accumulated prior to retirement will be allocated 
to the Fund or Encore Fund or to the Company's general 
account for accumulation on a fixed basis, and subject to 
certain restrictions may also elect to have the assets 
invested in Fund shares or Encore Fund shares transferred 
to the other fund or transferred to the general account 
without charge. Upon a participant's retirement, the contract 
owner may elect to have the accumulated value of his 
individual account, regardless of how accumulated, applied 
to provide a variable annuity, a fixed annuity or a combina- 
tion of both. Only Fund shares can be used as an invest- 
ment medium for variable payments during the annuity 
payment period. 


The Company issues certain other contracts in connection 
with plans for which the Contracts are designed, which 





contracts participate in the Company's Separate Account B. 
Such contracts are designated Group Unit Purchase Varia- 
ble Annuity Contracts (hereinafter ‘“GUP Contracts”). Ac- 
count B is a registered unit investment trust, the assets of 
which are invested in either Fund shares or Encore Fund 
shares. Unlike Account E, the operations of Account B are 
taxed as part of the Company’s operations in accordance 
with the provisions of Subchapter L of the Code. The GUP 
Contracts participating in Account B are of two types, those 
available prior to January 1, 1976 (and in certain states 
subsequent thereto) (“old GUP Contracts”) and those avail- 
able on or after that date (“new GUP Contracts’), the date 
of availability varying from state to state. GUP Contract 
provisions relating to the accumulation of purchase pay- 
ments prior to retirement, including provisions for transfers 
between investment media, are comparable to those of the 
Contracts; however, the provisions relating to the method of 
computing variable annuity payments differ from those pro- 
vided for in the Contracts. 


Old GUP Contracts provide for the following deductions 
from each purchase payment made on behalf of a partici- 
pant: (1) a deduction for any applicable premium taxes, (2) 
a deduction of 1% of the total payment for a mandatory pre- 
retirement minimum death benefit guarantee, and (3) a 
deduction of 7% of the total payment for sales and adminis- 
trative expenses. Premium taxes are deducted from pur- 
chase payments rather than from individual accounts at the 
time annuity payments commence. In addition, a daily 
deduction is made from the value of the variable portion of 
each contract equivalent to 1.55% on an annual basis, 
1.19% for mortality and expense risks and .36% for any 
income taxes payable by the Company attributable to the 
contracts. Termination of an old GUP Contract prior to five 
years’ purchase payments having been made may result in 
a deduction from the value of the contract of 5% in the first 
year for which payments have been made, such deduction 
decreasing thereafter by 1% each contract year for which 
payments have been made to 1% in the fifth year. 


The provisions of new GUP Contracts are identical to those 
of old GUP Contracts, except that (1) the charges have 
been modified to conform to the charges under the Install- 
ment Payments Contracts and (2) the minimum death 
benefit guarantee is no longer mandatory but can be elected 
as an optional benefit for individual participants. Thus, 
deductions from purchase payments under a new GUP 
Contract are a percentage charge for applicable premium 
taxes, 1% for the optional minimum death benefit guarantee 
and 6% of the balance for sales and administrative ex- 
penses, and the daily deduction from the value of the 
variable portion of the contract is equivalent to 1.25% on an 
annual basis. However, unlike Installment Payment Con- 
tracts, premium taxes are deducted from purchase pay- 
ments, not at retirement. In the event a new GUP Contract 
is terminated prior to five years’ purchase payments having 
been made, the termination charge is 2% of the value of the 
contract. Although new GUP Contracts, unlike old GUP 
Contracts, made no direct charge for income taxes payable 
by the Company attributable to the Contracts, new GUP 
Contracts are subject to a reserve maintained in Account B 
for potential federal income taxes payable with respect to 
the Account’s net realized capital gains. Currently, such 
reserve is equal to 30% of net realized and unrealized 
capital gains. The Company is in the process of modifying 


old GUP Contracts to make the provisions of the new GUP 
Contracts applicable to new participants under old GUP 
Contracts; such modification will not affect the termination 
charge under old GUP Contracts, which will continue to be 
applicable with respect to all participants. 


Applicants propose to permit an owner of a GUP Contract to 
exchange his contract for a Contract and to have values 
accumulated under his GUP Contract transferred to the 
Contract without any charge in connection therewith. Only 
Installment Payment Contracts will be issued in exchange 
for GUP Contracts. A GUP Contract owner electing to 
exchange will be deemed to have purchased the Installment 
Payment Contract at the time he acquired his GUP Contract 
for purposes of determining the termination charge to which 
he will be subject in the event of termination of his Install- 
ment Payment Contract. An exchange will have no effect on 
participants under GUP Contracts who are receiving annuity 
payments. The right to exchange will be extended until April 
29, 1977 or until such later date as may be established by 
the Company. 


Section 11 


Section 11(a) of the Act makes it unlawful for any registered 
open-end company or principal underwriter therefor to make 
an offer to the holder of a security of such company or of 
any other open-end investment company to exchange his 
security for a security in the same or another such company 
on any basis other than the relative net asset values of the 
respective securities to be exchanged, unless the terms of 
the offer have first been submitted to and approved by the 
Commission. Section 11(c) provides that, irrespective of the 
basis of exchange, the provisions of subsection (a) shall be 
applicable to any type of offer of exchange of the securities 
of registered unit investment trusts for the securities of any 
other investment company. 


Applicants request an order pursuant to Section 11 to permit 
the proposed offer to exchange a Contract for an outstand- 
ing GUP Contract. Applicants state that since no charge will 
be assessed in connection with the proposed exchange, the 
principal abuse at which Section 11(a) is directed will not be 
present. Applicants further state that since the proposed 
offer of exchange is fair, it should be approved by the 
Commission. 


According to Applicants, a comparison of the provisions of 
the GUP Contracts with the provisions of an Installment 
Payment Contract shows that in most instances an ex- 
change of a GUP Contract for an Installment Payment 
Contract will be advantageous. As to old GUP Contracts, 
Applicants state that (a) the deductions from purchase 
payments under Installment Payment Contracts are lower 
than those under old GUP Contracts, (b) premium taxes 
under Instaliment Payment Contracts, where permissible, 
will not be deducted until retirement, whereas under GUP 
Contracts they are deducted from purchase payments, and 
(c) the total daily deduction from the value of the variable 
portion of Installment Payment Contracts is lower than the 
comparable charge under old GUP Contracts by .30% on an 
annual basis (1.25% v. 1.55%). Applicants state further that 
the termination charge is lower under Installment Payment 
Contracts. than under old GUP Contracts if termination 
occurs prior to three years’ purchase payments having been 
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made but is higher (by 1% in year five and .2% thereafter) if 
termination occurs after four years’ purchase payments 
have been made. In addition, Applicants state that although 
Installment Payment Contracts require higher minimum pur- 
chase payments both under the contract (first year only) and 
on behalf of each participant than is required under old GUP 
Contracts, the lower minimum payment provisions applica- 
ble to participants under old GUP Contracts will continue to 
apply to such participants where as a result of an exchange 
they become participants under Installment Payment Con- 
tracts, and the first year minimum for total payments under 
an Installment Payment Contract will not be imposed. 


As to new GUP Contracts, Applicants state that owners of 
new GUP Contracts will not obtain lower charges as a result 
of an exchange, but that the exchange may have an effect 
on the manner of assessing premium taxes and will make a 
termination charge of .2% applicable to a termination after 
five years’ purchase payments have been made. However, 
in Applicants’ opinion significant advantages from the stand- 
point of taxes should result from the exchange in that an 
owner will avoid the effect of the 30% tax reserve main- 
tained in Account B with respect to capital gains. 


Applicants state that an exchange will not result in any GUP 
Contract participant who becomes a participant under an 
Account E Contract as a result of an exchange being 
subject to annuity purchase rates less favorable than the 
rates to which he would have been entitled under a GUP 
Contract. Applicants represent that if the annuity purchase 
rates of the GUP Contracts would be more favorable to 
such a participant the Company will utilize such rates in 
effecting an annuity for him. 


Rule 22c-1 


Rule 22c-1, promulgated pursuant to Section 22(c) of the 
Act, provides, in pertinent part, that no registered invest- 
ment company issuing any redeemable security and no 
principal underwriter of any such security shall sell, redeem, 
or repurchase any such security except at a price based on 
the current net asset value thereof which is next computed 
after receipt of a tender of such security for redemption or of 
an order to purchase or sell such security. In processing the 
exchange of Contracts for GUP Contracts, Applicants pro- 
pose to determine the value of accumulation units under 
outstanding GUP Contracts and of accumulation units to be 
credited under the Contracts as of the effective date of the 
exchange, which date shall be not more than three business 
days after the Company's receipt of a properly completed 
exchange agreement at its Executive Office. Applicants 
state that since an exchange agreement could be viewed for 
purposes of Rule 22c-1 as comprising a tender of a GUP 
Contract for redemption and an order to purchase a Con- 
tract, the Rule could be construed to require the valuation of 
accumulation units under both contracts as of the date of 
the Company's receipt of the exchange agreement at its 
Executive Office. Accordingly, Applicants request an ex- 
emption from the provisions of Rule 22c-1 until April 29, 
1977 to permit the valuation of accumulation units in con- 
nection with the exchange as of the effective date thereof 
which date shall be not more than three business days after 
the Company's receipt of a properly completed exchange 
agreement at its Executive Office. 
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Applicants state that the Company anticipates it would have 
no difficulty under normal circumstances in completing the 
necessary steps to effect an exchange on the date of 
receipt of an exchange agreement if such agreement were 
the only one received by the Company on that date, but that 
if a large number of exchange agreements involving 
hundreds of participants were received within a period of 
several days, the Company, given its present administrative 
capabilities, might not be able to complete an exchange in 
less than three business days. 


Applicants state that if an exchange is effected one to three 
business days following receipt of an exchange agreement, 
a considerable administrative burden could result if the 
Company were required to “back price’ the individual 
account valuations to the date of its receipt of the exchange 
agreement. According to Applicants, back pricing the ex- 
change valuations to the date of receipt of the exchange 
agreement would require reversing transactions recorded 
with respect to any intervening purchase payments in order 
that such payments could be credited under the Contract 
issued in connection with the exchange instead of the GUP 
Contract tendered for exchange, and extensive processing 
could be required in connection therewith since an interven- 
ing payment might be made on behalf of hundreds of 
participants. 


Applicants state that owners and participants under con- 
tracts involved in an exchange will not be materially preju- 
diced if the values used in connection with the exchange are 
determined as much as three business days after the 
Company's receipt of the exchange agreement, particularly 
because the underlying funding media for each contract 
involved in the exchange are identical. Applicants represent 
that apart from the higher deductions which would be made 
if there were any intervening purchase payments under old 
GUP Contracts, the only effect of delaying the exchange 
valuation for up to three business days following receipt of 
an exchange agreement would be (a) in the case of an old 
GUP Contract, the continued assessment during such pe- 
riod of a daily deduction from the variable portion of that 
contract which is .000822% (.30% on an annual basis) 
higher than that under a Contract and (b) in the case of a 
new GUP Contract or new participants under an old GUP 
Contract, the effect of any adjustments made during such 
period to the tax reserve maintained in Account B with 
respect to capital gains. According to Applicants, neither 
effect would appear to be significant. 


Finally, Applicants state that since the proposed method for 
valuing accumulation units in connection with an exchange 
will have no effect on the value of other contracts participat- 
ing in Accounts B or E, and will have no other result which is 
unfair to the owners of such contracts, no purpose for which 
Rule 22c-1 was intended will be contravened by grant of the 
requested relief. 


Section 6(c) of the Act provides, in part, that the Commis- 
sion may, upon application, conditionally or unconditionally 
exempt any person, security, or transaction, or any class or 
classes of persons, securities, or transactions from any 
provisions of the Act or of any rule or regulation under the 
Act, if and to the extent such exemption is necessary or 
appropriate in the public interest and consistent with the 
protection of investors and the purposes fairly intended by 





the policy and provisions of the Act. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than October 26, 1976, at 5:30 p.m., submit 
to the Commission in writing a request for a hearing on the 
matter accompanied by a statement as to the nature of his 
interest, the reason for such request and the issues of fact 
or law proposed to be controverted, or he may request that 
he be notified if the Commission shall order a hearing 
thereon. Any such communication should be addressed: 
Secretary, Securities and Exchange Commission, Washing- 
ton, D. C. 20549. A copy of such request shall be served 
personally or by mail upon Applicants at the address stated 
above. Proof of service (by affidavit or in case of an attorney 
at law by certificate) shall be filed contemporaneously with 
the request. As provided by Rule 0-5 of the Rules and 
Regulations promulgated under the Act, an order disposing 
of the application will be issued as of course following said 
date unless the Commission thereafter orders a hearing 
upon request or upon the Commission’s own motion. Per- 
sons who request a hearing, or advice as to whether a 
hearing is ordered, will receive any notices and orders 
issued in this matter, including the date of the hearing (if 
ordered) and any postponement thereof. 


For the Commission, by the Division of Investment Manage- 
ment, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9469/October 4, 1976 


In the Matter of 


THE INTEREST INCOME TRUST, FIRST SERIES (AND 
SUBSEQUENT SERIES) 


and 


PRESCOTT, BALL & TURBEN 
900 National City Bank Building 
Cleveland, Ohio 44114 


(812-3980) 


NOTICE OF FILING OF APPLICATION PURSUANT TO 
SECTION 6(c) FOR AN ORDER OF EXEMPTION FROM 
THE PROVISIONS OF SECTION 14(a) OF THE ACT AND 
RULES 19b-1 AND 22c-1 UNDER THE ACT 


NOTICE IS HEREBY GIVEN that The Interest Income 
Trust, First Series and subsequent Series (the “Fund” or 
“Funds”), registered under the Investment Company Act of 
1940 (the “Act’) as a unit investment trust, and its sponsor, 
Prescott, Ball & Turben (the “Sponsor’) (hereinafter the 
Sponsor and the Funds are sometimes collectively referred 


to as the “Applicants”), filed an application on July 2, 1976, 
and amendments thereto on September 22, 1976, and 
October 1, 1976, pursuant to Section 6(c) of the Act for an 
order of the Commission exempting the Funds from compli- 
ance with the initial net worth requirements of Section 14(a) 
of the Act, exempting the frequency of the capital gains 
distributions of the Funds from the provisions of Rule 19b-1 
under the Act and exempting the secondary market opera- 
tions of the Sponsor and underwriters of the Funds from the 
provisions of Rule 22c-1. All interested persons are referred 
to the application on file with the Commission for a state- 
ment of the representations contained therein, which are 
summarized below. 


Each of the Funds will be governed by a trust agreement 
(hereinafter called the “Trust Agreement’) under which the 
Sponsor will act as such, State Street Bank and Trust 
Company will act as Trustee (hereinafter called the 
“Trustee”) and an independent evaluating firm to be desig- 
nated in the Trust Agreement will act as Evaluator (herein- 
after called the “Evaluator’). Subject to compliance with the 
applicable provisions of the Trust Agreement relating to the 
Funds, one or more additional investment banking firms 
may act as Sponsors or underwriters in addition to Prescott, 
Ball & Turben, the public sale of units of beneficial interest 
(the “Units”) in each of one or more trusts created under 
each Trust Agreement (the ‘“Trusts’”) may be effected 
through the Sponsor as the sole underwriter or through an 
underwriting account, a different bank may act as Trustee in 
lieu of State Street Bank and Trust Company and the 
evaluating firm acting as Evaluator may change. The Trust 
Agreement for each Fund will contain standard terms and 
conditions of trust common to all Funds. The Sponsor will 
deposit into each Trust not less than $3,000,000 principal 
amount of debt obligations, issued primarily by corporations, 
preferred stocks of domestic corporations and contracts and 
funds for the purchase of certain such securities (hereinafter 
called the ‘‘Securities’), which the Sponsor shall have 
accumulated for such purpose. Simultaneously with such 
deposit, the Trustee will deliver to the Sponsor registered 
certificates for Units in the Trusts, which will be allocated 
among the Trusts in a Fund, if more than one, in proportion 
to the aggregate principal amount of Securities in each, 
representing in the aggregate entire ownership of a Fund. 
These Units are in turn to be offered for sale to the public by 
the Sponsor and the underwriters pursuant to the Agree- 
ment Among Underwriters entered into for each Fund by the 
Sponsor and the underwriters (the “Underwriting Agree- 
ment’). 


The Sponsor will accumulate Securities for the purpose of 
deposit in each of the Trusts. In selecting the Securities, the 
following factors will be of primary importance: (1) a rating of 
BBB or better by Standard & Poor’s Corporation or Fitch 
Investors Service, Inc. or Baa or better by Moody’s Inves- 
tors Service, Inc.; (2) the yield and price of the Securities 
relative to other securities of comparable quality and matu- 
rity; and (3) diversification of the portfolio, taking into ac- 
count the availability on the market of issues in various 
utility, banking, foreign governmental and industrial classifi- 
cations which meet the quality, rating, yield and price criteria 
of a Fund. Each Trust will consist of the Securities, such 
securities as may continue to be held from time to time in 
exchange or substitution therefore, and accumulated and 
undistributed income. 
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Each Unit of a Trust will represent a fractional undivided 
interest in that Trust at approximately one Unit for each 
$1,000 principal amount of the Securities deposited. The 
numerator of the fractional interest represented will be 1; the 
denominator, the number of Units then in the particular 
Trust. Units will be redeemable. In the event that any Units 
are redeemed, the denominator of the fraction will be 
reduced and the fractional undivided interest represented by 
each Unit outstanding will be increased. Units will remain 
outstanding until redeemed or until the termination of the 
Trust Agreement with respect to a Trust. A Trust may be 
terminated in the event that the value of the Securities in a 
Trust falls below 20% of the aggregate principal amount of 
the Securities initially deposited in such Trust, either upon 
direction of the Sponsor to the Trustee or by the Trustee 
without such direction. There will be no provision in the 
Trust Agreements for the issuance of any Units of any Trust 
after the initial offering of Units and such activity will not take 
place (except to the extent that the secondary trading by the 
Sponsor or the underwriters in the Units is deemed the 
issuance of Units under the Securities Act of 1933). 


Following the deposit of Securities for each Fund by the 
Sponsor with the Trustee, and following the declaration of 
effectiveness of the Registration Statement filed under the 
Securities Act of 1933 for that Fund and clearance by the 
Blue Sky authorities of the various states, the Sponsor and 
the underwriters will offer the Units of the Trust or Trusts, as 
the case may be, to the public at the Public Offering Price 
set forth in the Prospectus, plus accrued interest. 


In connection with portfolio activity and supervision, the 
Sponsor may direct the Trustee to dispose of Securities 
upon default in payment of principal or interest, the failure to 
declare or pay an anticipated dividend, or the occurrence of 
other market or credit factors which in the opinion of the 
Sponsor would make the retention of such Securities in a 
Trust detrimental to the interests of the Unitholders, or if the 
disposition of such Securities is desirable in order to main- 
tain the qualification of a Fund as a regulated investment 
company under the Internal Revenue Code. The Sponsor 
will also be authorized by the Trust Agreement to direct the 
Trustee to accept or reject certain plans for the refunding or 
refinancing of any of the Securities. The Sponsor will further 
be authorized to instruct the Trustee to reinvest the pro- 
ceeds of the sale of any of the Securities (to the extent that 
such proceeds are not required for the purposes of redemp- 
tion of Units or did not result from Sponsor directed sales of 
Securities as a result of defaults in the payment of principal 
or interest, failure to declare or pay dividends or the 
occurrence of other market or credit factors), as well as 
moneys held by the Trustee to cover the purchase of 
Securities pursuant to contracts which have failed in substi- 
tute Securities which satisfy certain conditions specified in 
the Trust Agreement. These conditions are designed, in 
general, to insure that substitute Securities purchased for a 
Trust conform to the standards followed by the Sponsor in 
selecting the Securities initially deposited in a Trust. 


Distributions of interest and dividends, capital gains from the 
proceeds of the maturity or redemption of Securities and 
amounts not reinvested as described above will be paid out, 
less applicable expenses, monthly on a pro rata basis to 
Unitholders. 


While not obligated to do so, under the provisions of the 
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Underwriting Agreement the Sponsor and the underwriters 
presently intend to maintain a market for Units of each Trust 
following the initial public offering period and continuously to 
offer to purchase such Units at prices, subject to change at 
any time, which are based upon the offering side evaluation 
of the Securities. The Sponsor or any underwriter may 
discontinue purchases of such Units at prices based on the 
offering side evaluation of Securities should the supply of 
such Units exceed demand, or for other business reasons. 


While the Applicants anticipate the Units in most cases can 
be sold in the secondary market for an amount in excess of 
the redemption price, Units may be submitted to the Trustee 
for redemption at any time. In such event, the Trustee, if 
unable to dispose of said Units in the secondary market at a 
price equal to or in excess of the redemption price, may be 
required to liquidate certain of the Securities in the Trust. 
The tendering Unitholder will receive cash from the pro- 
ceeds of such liquidation. Consistent with Rule 22c-1, the 
Unitholder would receive cash in an amount per Unit equal 
to the redemption price as determined as of the evaluation 
time on the day of receipt of such tender for redemption, or 
if not a business day, on the next business day following 
such tender. 


SECTION 14(a) 


Section 14(a) of the Act requires that a registered invest- 
ment company, prior to making a public offering of its 
securities, have a net worth of at least $100,000, have 
previously made a public offering and at that time have had 
a net worth of $100,000 or have made arrangements for at 
least $100,000 to be paid in by 25 or fewer persons before 
acceptance of public subscriptions. 


Applicants seek an exemption from the provisions of Sec- 
tion 14(a) in order that a public offering of Units of the Trusts 
as described above may be made. In connection with the 
requested exemption from Section 14(a), the Sponsor 
agrees (i) to refund or cause to be refunded, on demand 
and without deduction, ali sales charges to purchasers of 
Units of any Trust from the Sponsor or from any underwriter 
or dealer participating in the distribution, and liquidate the 
Securities held in a Trust and distribute the proceeds 
thereof if, within 90 days from the time that the Registration 
Statement under the Securities Act of 1933 relating to the 
Units of such Trust has become effective, the net worth of 
the Trust shall be reduced to less than $100,000 or if such 
Trust or Fund shall have been terminated, (ii) to instruct the 
Trustee to terminate any Trust in the event that redemption 
by the Sponsor or underwriters of unsold Units results in 
such Trust having a net worth of less than $3,000,000; and 
(iii) in the event of termination for the reasons described in 
(ii) above, to refund or cause to be refunded, on demand 
and without reduction, all sales charges to purchasers of 
Units of such Trust from the Sponsor or from any underwri- 
ter or dealer participating in the distribution 


RULE 19b-1 


Rule 19b-1(a) provides in substance that no registered 
investment company which is a “regulated investment com- 
pany” as defined in Section 851 of the Internal Revenue 
Code shall distribute more than one capital gain dividend in 
any one taxable year. Paragraph (b) of the Rule contains a 
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similar prohibition for a company not a “regulated invest- 
ment company” but permits a unit investment trust to 
distribute capital gain dividends received from a “regulated 
investment company” within a reasonable time after receipt. 


Distributions of principal, including any capital gains, and 
interest and dividends relating to each Trust will be made to 
Unitholders monthly. Distributions of principal constituting 
capital gains to Unitholders, may arise in the following 
instances: (1) an issuer might call or redeem Securities held 
in the portfolio; (2) Securities might be disposed of in order 
to maintain the qualification of a Fund as a regulated 
investment company under the Internal Revenue Code; and 
(3) Securities might be liquidated in order to provide the 
funds necessary to meet redemptions. 


In support of the requested exemption, the application 
states that the dangers against which Rule 19b-1 is in- 
tended to guard do not exist in the situation at hand since 
neither the Funds nor the Sponsor has control over events 
which might trigger capital gains. In addition, it is alleged 
that the montly interest and dividend distribution per Unit will 
be fairly constant within a specified range and any capital 
gains distributions will be clearly distinguished from interest 
and dividend distributions in the accompanying report by the 
Trustee to Unitholders. In order to comply with the literal 
requirements of the Rule, each Trust of a Fund would be 
forced to hold any monies constituting capital gains from the 
disposition of Securities until the end of its taxable year. The 
application states that such a practice would clearly be to 
the detriment of the Unitholders. 


Paragraph (b) of Rule 19b-1 provides that a unit investment 
trust may distribute capital gains dividends received from a 
regulated investment company within a reasonable time 
after receipt. Applicants assert that the purpose behind such 
provision is to avoid forcing a unit investment trust to 
accumulate distributable amounts received throughout the 
year and distribute them only at year end and that the 
operations of the Trusts will be consistent with the intended 
objectives of such provision. 


RULE 22c-1 


Rule 22c-1 provides, in pertinent part, that no registered 
investment company issuing any redeemable security shall 
sell, redeem, or repurchase any such security except at a 
price based on the current net asset value of such security 
which is next computed after receipt of a tender of such 
security for redemption or of an order to purchase or sell 
such security. 


Applicants seek an order exempting to the secondary mar- 
ket operations of the Sponsor and the underwriters from the 
provisions of Rule 22c-1 under the Act. The application 
states that the underwriters will be bound by the provisions 
of the Underwriting Agreement to comply with the undertak- 
ings of the Sponsor in connection with secondary marketing 
operations. It is proposed to value Units of the Trusts, for 
repurchase and resale by the Sponsor and the underwriters 
in the secondary market, at prices computed on the last 
business day of each week, ettective for all transactions 
made during the following week. The evaluation will be done 
by the Evaluator, who will also provide estimated evalua- 
tions on trading days in order to protect Unitholders and 


investors. In the case of a repurchase, if the Evaluator 
cannot state that the current bid side evaluation is not 
higher than or equal to the previous Friday's offering side 
evaluation, the Sponsor will order a new evaluation. In the 
case of a resale of Units in the secondary market, if the 
Evaluator cannot state that the previous Friday’s price is no 
more than one-half point ($5.00 on a unit representing 
$1,000.00 principal amount of underlying securities) greater 
than the current offering price, a full evaluation will be 
ordered. 


The application states that there are two purposes of Rule 
22c-1: (1) to eliminate or reduce any dilution of the value of 
outstanding redeemable securities of registered investment 
companies occurring through the practice of redeeming or 
repurchasing securities at a price above their net asset 
value or selling securities at a price based upon a previously 
established net asset value which permits a potential inves- 
tor to take advantage of an upswing in the market by 
purchasing investment company shares at a net asset value 
which does not reflect the increase resulting from the 
market change and (2) to minimize speculative trading 
practices which so comprise registered investment compa- 
nies as to be unfair to the holders of their outstanding 
securities. 


Applicants assert that while the purposes for which Rule 
22c-1 was adopted would not be served by its application to 
the Funds, the interests of investors might be significantly 
impaired by imposing upon them the cost of the determina- 
tions of net asset value required by Rule 22c-1. 


Section 6(c) of the Act provides, in part, that the Commis- 
sion may, upon application, conditionally or unconditionally 
exempt any person, security, or transaction, or any class or 
classes of persons, securities, or transactions, from any 
provisions of the Act or of any rule or regulation under the 
Act, if and to the extent such exemption is necessary or 
appropriate in the public interest and consistent with the 
protection of investors and the purposes fairly intended by 
the policy and provisions of the Act. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than October 29, 1976, at 5:30 p.m., submit 
to the Commission in writing a request for a hearing on the 
matter accompanied by a statement as to the nature of his 
interest, the reason for such request, and the issues, if any, 
of fact or law proposed to be controverted, or he may 
request that he be notified if the Commission should order a 
hearing thereon. Any such communication should be ad- 
dressed: Secretary, Securities and Exchange Commission, 
Washington, D. C. 20549. A copy of such request shall be 
served personally or by mail upon Applicants at the address 
stated above. Proof of such service (by affidavit, or in the 
case of an attorney-at-law, by certificate) shall be filed 
contemporaneously with the request. As provided by Rule 
O-5 of the Rules and Regulations promulgated under the 
Act, an order disposing of the application will be issued as 
of course following said date unless the Commission there- 
after orders a hearing upon request or upon the Commis- 
sion’s own motion. Persons who request a hearing, or 
advice as to whether a hearing is ordered, will receive any 
notices and orders in this matter, including the date of the 
hearing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Investment Manage- 
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ment, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9470/October 4, 1976 


The Securities and Exchange Commission today an- 
nounced that it will hold public hearings concerning the 
appropriateness of arrangements whereby mutual funds 
would, directly or indirectly, bear expenses related to the 
distribution of their shares, such as the costs of advertising 
and providing compensation for dealers. The hearings, 
which will commence on November 17, 1976, are designed 
to give the Commission the benefit of the views of interested 
members of the public with respect to this matter, in order to 
assist the Commission in its current consideration of the 
legal and policy implications of such arrangements and its 
re-examination of past positions with respect to this matter. 


The Commission will then be in a better position to formu- 
late guidance for the mutual fund industry with respect to 
the propriety of using fund assets to finance advertising, 
dealer compensation, and other distribution expenses. Such 
guidance could be provided by means of a rule-making 
proceeding or the publication of guidelines, or by some 
other means. 


BACKGROUND 


In the past, the Commission and its staff generally have 
questioned the propriety of arrangements under which 
open-end investment companies would bear the costs of 
distribution’ although, in certain unusual circumstances, the 
Commission or its staff has not objected to such arrange- 
ments.? 


Recently, the staff took a qualified no-action position under 
the Investment Company Act of 1940 [15 U.S.C. 80a-1 et 
seq.] with respect to a proposed arrangement whereby 50% 
of the management fee paid by a newly-organized “money 
market” mutual fund would be reallocated by the manager- 
distributor to dealers who sold shares of the fund (letter to 
counsel for Mutual Liquid Assets, Inc., June 15, 1976, from 
the Division of Investment Management). In that letter, the 
staff alluded to the uncertain legal status of such arrange- 
ments and stated that it was in the process of analyzing a 
number of issues related to the distribution of investment 
company shares, including the question of whether any 
portion of the assets of an open-end fund properly may be 
used, directly or indirectly, to pay distribution expenses. 
Subsequently, however, the Commission instructed the staff 
not to grant any request for acceleration of that fund’s 
registration statement, and, in view of the hearings an- 
nounced today, the Commission has instructed the staff to 
withdraw the no-action letter.3 


PROCEDURES 
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Persons wishing to appear at the hearings should submit 
written requests to Anne P. Jones, Director, Division of 
Investment Management, Securities and Exchange Com- 
mission, Washington, D. C., 20549, not later than November 
2, 1976. Persons appearing at the hearings may address 
the issues described below or other relevant issues, and 
should be prepared to respond to inquiries from the Com- 
mission and its staff. 


In addition, interested persons are invited to submit written 
statements setting forth views and information with respect 
to the issues enumerated below, or other relevant issues. 
All such submissions will be made available for public 
inspection. Such written statements should be submitted in 
triplicate to Anne P. Jones, Director, Division of Investment 
Management, Washington, D. C. 20549, not later than 
December 2, 1976. All such material should be designated 
“Hearings on Mutual Fund Distribution Expenses,” File No. 
4-186. 


ISSUES TO BE CONSIDERED 


It appears that the issues relating to this matter fall into two 
broad categories. First, there are issues relating to the legal 
question of whether it is legal under any circumstances for a 
mutual fund to bear distribution expenses, directly or indi- 
rectly, and whether, and to what extent, the Commission 
presently has authority to permit, prohibit, or limit the use of 
mutual fund assets to finance various costs of distribution. 
Second, there are issues relating to the policy question of 
whether such use of fund assets would be in the public 
interest, assuming this is, or could be made, legal. 


A. Policy Issues 


1. Can it be demonstrated that additional sales of shares 
benefit the shareholders of a mutual fund under some or all 
circumstances? What is the nature and extent of any such 
benefit? Would the benefit depend upon the size of the 
fund? 


2. Does the present method of financing mutual fund 
distribution through sales loads paid at the time of purchase, 
coupled with the maximum level of such sales loads, put 
distributors of mutual fund shares at an unfair disadvantage 
vis a vis distributors of other investment products? 


3. Would it be more desirable for investors to pay for selling 
services by means of periodic charges against assets of the 
fund after they invest, rather than by means of a sales load 
paid at the time of purchase? Would the institution of such 
charges against assets be inequitable with respect to exist- 
ing shareholders who have already paid an initial sales 
load? If so, how could such inequity be alleviated? 


4. Would the use of the assets of existing mutual funds to 
finance distribution expenses have significant effects upon 
competition within the mutual fund industry? If so, what 
would be the nature of these effects? 


5. Where a portion of the management fee paid by a mutual 
fund is used to help pay expenses associated with the sale 
of shares, is this the practical equivalent of the fund bearing 
selling expenses? If so, should such a use of the manage- 
ment fee be permitted? Under what circumstances? As a 





practical matter, is such a use of the management fee 
distinguishable from a situation where a fund underwriter is 
affiliated with the adviser, and consistently operates at a 
loss? Should the fund’s board of directors consider how the 
management fee is being used in determining the proper 
amount of the fee? Should the reasonableness of the 
management fee be determined without regard to any costs 
borne by the adviser relating to advertising, continuing 
payments to dealers, or other distribution expenses? 


6. If it be concluded that the use of mutual fund assets to 
finance distribution would result in certain benefits to new or 
existing shareholders, under what circumstances should 
such use of assets be permitted? Should such use be 
confined to funds which are newly organized? Should it be 
permitted only as a substitute for a sales load paid at the 
time of purchase, or should it also be permitted in addition 
to an initial sales load? 


B. Legal Issues 

1. What, if any, provisions of law prohibit or limit the use of 
fund assets to pay distribution expenses in the absence of 
any relevant rules? 

2. What, if any, authority does the Commission have to 
adopt rules which would permit, prohibit, or limit the use of 
fund assets to pay distribution expenses? 

By the Commission. 


George A. Fitzsimmons 
Secretary 


October 4, 1976 





1 See, e.g., letter to counsel for the Axe-Houghton Funds, 
November 15, 1973, from the Division of Investment Man- 
agement Regulation. It might be noted also that, in its 
Statement on the Future Structure of the Securities Markets, 
the Commission stated: 


“[T]he cost of selling and purchasing mutual fund 
shares should be borne by the investors who pur- 
chase them and thus presumably receive the benefits 
of the investment, and not, even in part, by the 
existing shareholders of the fund who often derive 
little or no benefit from the sale of new shares. To 
impose a portion of the selling cost upon the existing 
shareholders of the fund may violate principles of 
fairness which are at least implicit in the Investment 
Company Act.” SEC, Statement on the Future Struc- 
ture of the Securities Markets (Feb. 1972) in BNA 
Sec. Reg. & L. Rep. No. 137, pt. Il, at 7. 


2 See, e.g., In the Matter of Broad Street Investing Corpo- 
ration, et. al., Investment Company Act Release No. 7114 
(April 4, 1972); letter to counsel for Pegasus Fund, Inc., et 
al., May 21, 1975, from the Division of Investment Manage- 
ment Regulation. 


3 lt would raise serious questions under the anti-fraud 
provisions of the securities laws for a broker-dealer to 


recommend a change of a customer's investment from one 
fund to another merely because such a change would result 
in compensation for the broker-dealer. 
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INVESTMENT ADVISERS ACT OF 1940 
Release No. 542/October 5, 1976 


The Securities and Exchange Commission has ordered 
administrative proceedings under the Investment Company 
Act of 1940 (‘Investment Company Act”) and the Invest- 
ment Advisers Act of 1940 against Luis Delacruz (‘‘Dela- 
cruz’), formerly secretary-treasurer of a registered invest- 
ment company (‘Registrant’) and executive vice president 
of a registered investment adviser. 


The proceedings are based upon allegations by the Com- 
mission’s staff that Delacruz was convicted in New York 
State Supreme Court of one count of grand larceny for the 
embezzlement of funds from Registrant and that Delacruz 
violated the Investment Company Act's prohibition against 
stealing or unlawfully converting the funds of a registered 
investment company. The staff also alleges that Delacruz 
caused, aided and abetted Registrant’s violations of various 
periodic reporting requirements under the Investment Com- 
pany Act. 


A hearing will be scheduled by further order to take evi- 
dence on the staff's allegations and to afford the respondent 
an opportunity to offer any defense thereto, and for the 
purpose of determining whether the allegations are true 
and, if so, whether any action of a remedial nature should 
be ordered by the Commission. 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9472/October 5, 1976 


In the Matter of 


FOURSQUARE FUND, INC. 
24 Federal Street 
Boston, Massachusetts 02110 


MARVIN M. DEMCHICK 

ALFRED P. COLETTA 

RAYMOND H. KRAFTSON 

Life of Pennsylvania Financial Corporation 
230 South Fifteenth Street 

Philadelphia, Pennsylvania 19102 


and 


TRIANGLE PROCESSING CORPORATION 
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97 North Main Street 
Gloversville, New York 12078 


(812-4020) 


NOTICE OF APPLICATION PURSUANT TO SECTION 
17(b) OF THE ACT FOR AN ORDER EXEMPTING A 
PROPOSED TRANSACTION FROM SECTION 17(a) OF 
THE ACT. 


NOTICE IS HEREBY GIVEN that Foursquare Fund, Inc. 
(“Fund”), an open-end, diversified, management investment 
company registered under the Investment Company Act of 
1940 (“Act”), Marvin M. Demchick (“Demchick”), President 
of Life of Pennsylvania Financial Corporation (‘Financial’), 
Alfred P. Coletta (‘Coletta’) and Raymond H. Kraftson 
(“Kraftson”), Vice-Presidents of Financial, and Triangle 
Processing Corporation (“Triangle”) (Demchick, Coletta, 
Kraftson and Triangle are hereinafter collectively referred to 
as “Purchasers”) (Purchasers and Fund are hereinafter 
collectively referred to as ‘‘Applicants”) filed an application 
on August 24, 1976, pursuant to Section 17(b) of the Act, for 
an order of the Commission exempting from the provisions 
of Section 17(a) of the Act the proposed purchase from the 
Fund by Purchasers of 50,000 shares of the common stock 
of Financial, an affiliated person of the Fund. All interested 
persons are referred to the application on file with the 
Commission for a statement of the representations con- 
tained therein, which are summarized below. 


The Fund owns 50,000 shares of the common stock of 
Financial, an insurance holding company, which represent 
approximately 7.5% of the issued and outstanding shares of 
Financial. These securities were acquired in 1969 in ex- 
change for 50,000 shares of the common stock of Life 
Assurance Company of Pennsylvania (“Assurance”). The 
Assurance shares were purchased for $500,000 in 1968 as 
part of a private sale to two registered investment compa- 
nies. 


Pursuant to an agreement dated August 1, 1976 (‘“Agree- 
ment’), the Fund proposes to sell to Purchasers and 
Purchasers propose to purchase from the Fund the shares 
of Financial stock presently held by the Fund at a price of 
$.625 per share for an aggregate consideration of $31,250. 
No commissions or fees will be payable in connection with 
the proposed transaction other than legal fees incurred in 
connection with this application. : 


Section 17(a) of the Act provides, in pertinent part, that it 
shall be unlawful for any affiliated person of a registered 
investment company, or any affiliated person of such a 
person, acting as principal, knowingly to purchase from or 
sell to such registered investment company any security or 
other property subject to certain exceptions. Section 17(b) 
of the Act provides that the Commission, upon application, 
may exempt a proposed transaction from the provisions of 
Section 17(a) of the Act if the evidence establishes that the 
terms of the proposed transaction, including the considera- 
tion to be paid or received, are reasonable and fair and do 
not involve overreaching on the part of any person con- 
cerned, and the proposed transaction is consistent with the 
policy of each investment company concerned and with the 
general purposes of the Act. 


Section 2(a)(3) of the Act defines an affiliated person of 
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another person to include any person owning 5% or more of 
the outstanding voting securities of such other person, any 
person 5% or more of whose outstanding securities are 
owned by such other person, and any officer of such other 
person. Consequently, the Fund and Financial are affiliated 
persons of each other. Triangle owns 9.1% of the issued 
and outstanding shares of Financial. Therefore, Triangle 
and Financial are affiliated persons of each other. Dem- 
chick, Coletta and Kraftson, as officers of Financial, are 
affiliated persons of Financial. Accordingly, the Purchasers, 
as affiliated persons of an affiliated person of the Fund, are, 
in the absence of an exemptive order, prohibited by Section 
17(a) from purchasing shares of Financial from the Fund. 


Applicants assert that the terms of the proposed transaction, 
including the consideration to be paid or received, are 
reasonable and fair and do not involve overreaching on the 
part of any person concerned, and that the proposed 
transaction is consistent with the policy of the Fund and with 
the general purposes of the Act. In support of this assertion, 
Applicants represent that the agreement between the Pur- 
chasers and the Fund is the result of arms length negotia- 
tions and that the agreed-upon purchase price of $.625 per 
share is equal to the mean between the bid and asked 
prices for Financial’s common stock as quoted on the 
Philadelphia Stock Exchange on June 30, 1976, the date 
upon which informal agreement on the proposed transaction 
was reached. Applicants state that the Fund has been 
advised by Eaton & Howard, the Fund’s investment adviser, 
that its investment in Financial is no longer within the 
investment criteria established by the Fund and that more 
favorable opportunities for investment exist elsewhere. Ap- 
plicants further assert that the Fund would have difficuity in 
otherwise disposing of the Financial shares since the shares 
are restricted securities and only a limited market exists for 
the unrestricted shares of Financial, which have been 
trading on the Philadelphia Stock Exchange from 1974 to 
the present at an average weekly volume of fewer than 500 
shares per week. Applicants believe that any disposition by 
the Fund of such a large block of shares could be expected 
to depress substantially the market for Financial's common 
and, thus, the price the Fund would receive for the shares. 


Applicants represent that none of the Purchasers have any 
interest in, or agreements, understandings or affiliation with, 
the Fund, other than set forth in the Agreement. Applicants 
further represent that the Agreement is conditioned upon 
approval by a majority of the disinterested directors of the 
Fund and of Financial. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than October 29, 1976, at 5:30 p.m., submit 
to the Commission in writing a request for a hearing on the 
matter accompanied by a statement as to the nature of his 
interest, the reasons for such request, and the issues, if 
any, of fact, or law proposed to be controverted, or he may 
request that he be notified if the Commission shall order a 
hearing thereon. Any such communication should be ad- 
dressed: Secretary, Securities and Exchange Commission, 
Washington, D. C. 20549. A copy of such request shall be 
served personally or by mail upon Applicants at the ad- 
dresses stated above. Proof of such service (by affidavit, or 
in the case of an attorney-at-law, by certification) shall be 
filed contemporaneously with the request. As provided by 
Rule 0-5 of the Rules and Regulations promulgated under 





© 


the Act, an order disposing of the application herein will be 
issued as of course following said date unless the Commis- 
sion thereafter orders a hearing upon request or upon the 
Commission's own motion. Persons who request a hearing, 
or advice as to whether a hearing is ordered, will receive 
any notices and orders issued in this matter, including the 
date of the hearing (if ordered) and any postponements 
thereof. 


For the Commission, by the Division of Investment Manage- 
ment, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9473/October 6, 1976 


In the Matter of 


STATE STREET EXCHANGE FUND 
(A LIMITED PARTNERSHIP) 

225 Franklin Street 

Boston Massachusetts 02110 


(812-3956) 


ORDER PURSUANT TO SECTIONS 17(b) AND 6(c) OF 
THE ACT EXEMPTING CERTAIN PROPOSED TRANSAC- 
TIONS FROM SECTIONS 17(a) AND 22(d) OF THE ACT 


State Street Exchange Fund (A Limited Partnership) (‘“Ap- 
plicant”), registered under the Investment Company Act of 
1940 (“Act”) as an open-end, diversified management in- 
vestment company, filed an application on May 17, 1976, 
and an amendment thereto on August 27, 1976, pursuant to 
Sections 17(b) and 6(c) of the Act for an order of exemption 
from Sections 17(a) and 22(d) of the Act to permit certain 
individual General Partners of Applicant to exchange securi- 
ties of certain other issuers owned by them for units of 
partnership interest (“shares”) in Applicant in accordance 
with a public offering of such shares, but without payment of 
any solicitation fee, and in addition, to permit State Street 
Research & Management Company, Applicant's investment 
adviser, to purchase such shares for cash, also without 
payment of any solicitation fee. 


On September 1, 1976, a notice was issued (investment 
Company Act Release No. 9424) of the filing of the applica- 
tion. The notice gave interested persons an opportunity to 
request a hearing and stated that an order disposing of the 
application would be issued as of course unless a hearing 
should be ordered. No request for a hearing has been filed, 
and the Commission has not ordered a hearing. 


The matter having been considered, it is found that the 
terms of the proposed transactions are reasonable and fair 
and do not involve overreaching on the part of any person 
concerned, that the proposed transactions are consistent 


with the policies of the Applicant and with the general 
purposes of the Act, and that the requested exemption from 
Section 22(d) of the Act is appropriate in the public interest 
and consistent with the protection of investors and the 
purposes fairly intended by the policy and provisions of the 
Act. Accordingly, 


IT IS ORDERED, pursuant to Section 17(b) of the Act, that 
the proposed transactions as set forth in the application be, 
and hereby are, exempted from the provisions of Section 
17(a) of the Act, effective forthwith. 


IT IS FURTHER ORDERED, pursuant to Section 6(c) of the 
Act, that the requested exemption from the provisions of 
Section 22(d) of the Act be, and hereby is, granted, effective 
forthwith. 


For the Commission, by the Division of Investment Manage- 
ment, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 








INVESTMENT ADVISERS ACT OF 1940 





INVESTMENT ADVISERS ACT OF 1940 
Release No. 540/October 4, 1976 


Administrative Proc. File No. 3-5049 
In the Matter of 


F. C. BERCKEFELDT & CO., INC., et al 
1120 First National Bank Tower 
Topeka, Kansas 66605 


FINDINGS AND ORDERS 


In these investment adviser proceedings’ under the Invest- 
ment Advisers Act of 1940, F. C. Berckefeldt & Company, 
Inc., (IA registrant), a registered investment adviser, and 
Fred C. Berckefeldt (Berckefeldt), associate and its control- 
ling person, have submitted an Offer of Settlement without 
admitting or denying the allegations in the order for pro- 
ceedings, which the Commission has determined to accept. 


On the basis of the order for proceedings and the Offer of 
Settlement it is found that !A registrant wilfully violated and 
Berckefeldt wilfully aided and abetted violations of Sections 
5(a), 5(c) and 17(a) of the Securities Act of 1933 and 
Section 10(b) of the Securities Exchange Act of 1934 and 
Rule 10b-5 thereunder, and Sections 205(1) and 206 of the 
Investment Advisers Act and that it is in the public interest to 
impose the sanctions specified in the Offer of Settlement. 


Accordingly, IT |S ORDERED THAT: 
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(1) The registration as an investment adviser of F. C. 
Berckefeldt & Co., Inc. be, and hereby is, revoked; 
and that 


(2) Fred C. Berckefeldt be, and hereby is, barred from 
association with any investment adviser, broker or 
dealer or investment company. 


For the Commission, by its Secretary, pursuant to delegated 
authority. 


George A. Fitzsimmons 
Secretary 





‘In the Matter of F. C. Berckefeldt & Co., Inc., et al. 
instituted July 13, 1976. 





INVESTMENT ADVISERS ACT OF 1940 
Release No. 541/October 4, 1976 


In the Matter of 


CHARLES H. ELDREDGE & CO., INC. 
(File No. 801-9083) 


CHARLES H. ELDREDGE, JR. 


FINDINGS AND ORDER IMPOSING REMEDIAL SANC- 
TIONS 


In these investment adviser proceedings’ under the Invest- 
ment Advisers Act of 1940, Charles H. Eldredge & Co., Inc. 
(‘Registrant’) a registered investment adviser, and Charles 
H. Eldredge, Jr., its president, failed to answer the order that 
instituted these proceedings and are therefore in default.2 


On the basis of that order it is found that: 


1. Registrant, wilfully aided and abetted by Eldredge 
wilfully violated Sections 206(1) and 206(2) of the 
Advisers Act. 


2. Registrant and Eldredge, singly and in concert, 
wilfully violated and wilfully aided and abetted viola- 
tions of Section 17(a) of the Securities Act of 1933 
and Section 10(b) of the Securities Exchange Act of 
1934 and Rule 10b-5 thereunder. 


3. Registrant, wilfully aided and abetted by Eldredge, 
wilfully violated Section 204 of the Advisers Act and 
Rules 204-2(a), 204-2(b) and 204-2(c) thereunder. 
In view of the foregoing, it is in the public interest to revoke 
Registrant's investment adviser registration and to bar Eld- 
redge from association with any investment adviser. 
Accordingly, IT IS ORDERED that the registration as an 
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investment adviser of Charles H. Eldredge & Co., Inc. be, 
and it hereby is, revoked; and it is further ORDERED that 
Charles H. Eldredge, Jr., be, and he hereby is, barred from 
being associated with any investment adviser. 


For the Commission, by its Secretary, pursuant to delegated 
authority. 


George A. Fitzsimmons 
Secretary 





‘In the Matter of Charles H. Eldredge & Co., Inc. and 
Charles H. Eldredge, Jr., instituted May 6, 1976. 


2 Rule 7(e) of the Commision’s Rules of Practice provides 
that the allegations in that order may be deemed true as to 
a defaulting respondent. 
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SEE 


INVESTMENT COMPANY ACT OF 1940 
Release No. 9471/October 5, 1976 








LITIGATION RELEASES 





Litigation Release No. 7593/October 1, 1976 


S.E.C. v. J. Lyell Ginter, et al. 
(Dist. of Oregon) (Civil Action No. 76-849) 


Jack H. Bookey, Administrator of the Seattle Regional Office 
of the Securities and Exchange Commission, announced 
today that a complaint was filed in the United States District 
Court at Portland, Oregon on September 24, 1976 seeking 
an injunction against J. Lyell Ginter of Bridal Veil, Oregon, 
Ginter Corporation, an Oregon Corporation, and Hazel and 
Herschel Black of Cathedral City, California, to enjoin them 
from further violations of the registration and anti-fraud 
provisions of the federal securities laws. The complaint also 
seeks an order compelling compliance by Ginter Corpora- 
tion with the reporting requirements of the securities laws 
and disgorgement of investors’ funds by Ginter Corporation 
and J. Lyell Ginter. 


The complaint alleges that the defendants sold unregistered 
securities, in the form of personal notes of J. Lyell Ginter, to 








the public without complying with the registration provisions 
of the Securities Act of 1933. It is also alleged that the sales 
were made through the use of false statements and omis- 
sions of material facts concerning use of investors’ funds, 
risks involved, and expected sales, all in violation of the 
anti-fraud provisions of the federal securities laws. 





Litigation Release No. 7594/October 1, 1976 


SEC v. SOVEREIGN INDUSTRIES, INC. and ALLEN V. 
CROOM 
(D.D.C. Civil Action No. 2299-71) 


The Securities and Exchange Commission announced the 
filing on September 24, 1976 of a motion to adjudicate 
Sovereign Industries, Inc., (“Sovereign”) Atlanta, Georgia 
and its president Allen V. Croom (“Croom”) in civil contempt 
of the court order entered by U.S. District Judge John H. 
Pratt on December 26, 1972 enjoining Sovereign from 
failing to file with the Commission at its headquarters offices 
in Washington, D. C. timely and proper annual, quarterly 
and current reports as required by Section 13(a) of the 
Securities Exchange Act of 1934 and the rules and regula- 
tions promulgated thereunder. 


The Commission also requested the U.S District Court to 
enter an order which will protect shareholders and creditors 
of Sovereign, will safeguard the public interest, and will 
effectuate prompt compliance with the Court’s order of 
December 26, 1972. The Commission alleged, among other 
things, that Sovereign had failed to file a number of its 
annual and quarterly reports in proper form because Sover- 
eign had failed to qualify the financial information contained 
in those reports with disclosure of a foreclosure sale of 95% 
of the company’s assets which occurred in July, 1975. The 
Commission also charged that Sovereign had failed and 
continues to fail and Croom has failed and continues to fail 
to cause Sovereign to file current reports disclosing that it 
has engaged new independent auditors and that its corpo- 
rate charter had been declared defunct and inoperative by 
the state of Colorado. The Commission also charged Sover- 
eign and Croom with the failure to file audited financial 
statements to Sovereign’s annual reports on Form 10-K for 
its fiscal years ended December 31, 1974 and December 
31; 1975. 





Litigation Release No. 7595/October 4, 1976 


SEC v. SCHEER FINANCIAL CORPORATION, et al. 
(CIVIL ACTION NO. 76-C-3567, N.D. ILL., E.D.) 


William D. Goldsberry, Administrator of the Chicago Re- 
gional Office, announced that on September 24, 1976 a 


Complaint was filed in the United States District Court for 
the Northern District of Illinois, Eastern Division, against 
Scheer Financial Corporation (SFC), Lawrence M. Scheer 
(Scheer) and Kent B. Rogers (Rogers). 


The Complaint alleged that SFC, Scheer and Rogers vio- 
lated the anti-fraud and reporting provisions of the Federal 
securities laws in that they filed and caused to be filed by 
Seaboard Life Insurance Company of America (Seaboard), 
a reporting company, a Form 8K report for the month of 
February, 1975, which report was false and misleading 
concerning, among other things, the financial condition of 
Seaboard in that it represented that SFC had transferred to 
Seaboard certain promissory notes secured by first trust 
deeds on a parcel of property located in California and 
known as the Whiting Ranch, which promissory notes were 
valued at in excess of $12 million when, in fact, the actual 
value of the assets received by Seaboard was substantially 
less than the valuation used in the 8K report. The Complaint 
requests that the Court grant a preliminary injunction and 
final judgment of permanent injunction restraining and en- 
joining the defendants. 





Litigation Release No. 7596/October 4, 1976 


SEC v. JOHN C. SPENCER AND WILLIAM J. HAMILTON 
(N.D. Ga. 76-1588) 


Jule B. Greene, Administrator of the Atlanta Regional Office 
of the Securities and Exchange Commission, announced 
the filing of a complaint in the United States District Court 
for the Northern District of Georgia, at Atlanta, on Septem- 
ber 27, 1976, seeking preliminary and permanent injunc- 
tions against John C. Spencer (“Spencer”) and William J. 
Hamilton (“Hamilton”) both of Atlanta, Georgia. 


The Commission’s complaint charges Spencer and Hamil- 
ton with violations of the registration requirements and anti- 
fraud provisions of the Securities Act of 1933 and anti-fraud 
provisions of the Securities Exchange Act of 1934 in the 
offer and sale of promissory notes. The defendants are 
charged with making misrepresentations concerning, among 
other things, the financial condition of Warren and the 
purpose of the legend on the notes. 





Litigation Release No. 7597/October 4, 1976 

STATE OF ILLINOIS v. STEVEN J. MILLER 

William J. Scott, Attorney General of the Department of 
Justice of the State of Illinois, and William D. Goldsberry, 


Administrator of the Chicago Regional Office of the Securi- 
ties and Exchange Commission announced that on Septem- 
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ber 27, 1976 the Grand Jury of the Circuit Court of Cook 
County, Illinois returned a 3 count indictment naming Steven 
J. Miller (Miller). 


Two counts of the indictment returned by the Cook County 
Grand Jury accused Miller, in connection with the purchase 
and sale of a security, of employing a device, scheme and 
artifice to defraud and of engaging in a course of business 
which worked as a fraud upon the Church Federation of 
Greater Chicago, both in violation of the Illinois Securities 
Act. In addition, Miller was charged with one count of theft in 
violation of the Illinois Criminal Code. 





Litigation Release No. 7598/October 5, 1976 


SEC v. JORDON INDUSTRIES, INC., ET AL. 
(D. UTAH, Civil Action File No. C 76-168) 


Robert H. Davenport, Administrator of the Denver Regional 
Office of the Securities and Exchange Commission, today 
announced that on September 22, 1976, the Honorable 
Aldon J. Anderson, Judge of the Federal District Court in 
Salt Lake City, Utah, signed an Order of Permanent Injunc- 
tion against Jordon Industries, Inc., formerly Cherry Creek 
Silver Mining Company, a Utah corporation, Joseph Be- 
hunin of Sandy, Utah, and Kenneth M. Cook of West 
Jordon, Utah. The Order enjoins them from violating the 
registration and antifraud provisions of the federal securities 
laws in connection with the offer and sale of the common 
stock of Jordan Industries, Inc., or any other securities. The 
defendants consented to the Order without admitting and 
without denying the allegations made against them in the 
Complaint. 


For further information see Litigation Release No. 7470. 





Litigation Release No. 7599/October 5, 1976 


SEC v. CONTINENTAL GOLD & SILVER CORP., ET AL. 
(D. UTAH, Civil Action File No. C 75-414) 


Robert H. Davenport, Administrator of the Denver Regional 
Office of the Securities and Exchange Commission, today 
announced that on September 20, 1976, the Honorable 
Willis W. Ritter, Chief Judge of the Federal District Court in 
Salt Lake City, Utah, signed an Order of Permanent Injunc- 
tion against Leo G. Bateman of Salt Lake City, Utah. The 
Order enjoins Bateman from violating the registration provi- 
sions of the federal securities laws in connection with the 
offer and sale of the common stock of Continental Gold and 
Silver Corporation, or any other securities. Mr. Bateman 
consented to the Order without admitting and without deny- 
ing the allegations against him. 
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For further information see Litigation Release Nos. 7139, 
7223 and 7250. 





Litigation Release No. 7600/October 5, 1976 


UNITED STATES OF AMERICA v. WILLIAM P. MAROSKI 
(USDC WD/LA.) CR. NO. 76-588 


Richard M. Hewitt, Administrator of the Fort Worth Regional 
Office of the Securities and Exchange Commission, and 
Don E. Walter, United States Attorney for the Western 
District of Louisiana, today announced that Federal District 
Judge Ben C. Dawkins, Jr. at Shreveport, Louisiana on 
October 1, 1976 found William P. Maroski, Shreveport, 
formerly of El Paso, Texas, guilty of criminal contempt 
following his plea of guilty to two counts of a Criminal 
Information. 


The Information, filed July 14, 1976, alleged that Maroski, in 
willful disobedience of an order of permanent injunction 
entered against him by Judge Dawkins on May 26, 1972, 
offered and sold fractional undivided working interests in oil 
and gas leases located in Caddo Parish, Louisiana and 
Pecos County, Texas issued by Apolla Oil Corporation and 
Oil & Gas Producers, Inc., both of Shreveport, without 
complying with the registration provisions of the federal 
securities laws and in violation of the antifraud provisions of 
the federal securities laws. 


No date for sentencing has been set. 


For further information, see Litigation Release Nos. 7359, 
7362 and 7496. 





Litigation Release No. 7601/October 5, 1976 


SEC v. INSTITUTIONAL SECURITIES OF COLORADO, 
INC., ET AL., 
(USDC, COLO. 76-M-961) 


Robert H. Davenport, Regional Administrator of the Denver 
Regional Office of the Securities and Exchange Commis- 
sion, announced that on September 29, 1976, the Commis- 
sion filed a complaint and a motion for a temporary restrain- 
ing order in the U.S. District Court for the District of 
Colorado against Institutional Securities of Colorado 
(“ISOC”); Abraham Goldberg (“Goldberg”) of Denver, Colo- 
rado, ISOC’s president, and William A. Bernhard (‘“Bern- 
hard’) of Denver, Colorado, ISOC’s secretary-treasurer. 


The Commission's complaint alleges, among other things, 
that defendant ISOC aided and abetted by Goldberg and 
Bernhard, has been engaged in the business of a broker- 





dealer since on or about July 1, 1976 while its aggregate 
indebtedness exceeded 1500% of its net capital; that ISOC, 
aided and abetted by Goldberg and Bernhard, falsified and 
failed to make and keep current, accurate and complete, 
books and records; that ISOC, aided and abetted by Gold- 
berg and Bernhard, failed to give the Commission tele- 
graphic notice of its failings; and that ISOC, aided and 
abetted by Goldberg and Bernhard, failed to count its 
securities and compare the actual count to ISOC’s books. 


On the same day ISOC, Goldberg and Bernhard consented, 
without admitting or denying the allegations, to the issuance 
of a temporary restraining order. As a part of the same 
action SIPC filed an order to show cause why a trustee 
should not be appointed and moved for the appointment of 
a temporary receiver. The Court set the hearing on the 
order to show cause for October 8, 1976 and appointed 
Ralph Clark of Denver, Colorado as temporary receiver of 
ISOC. 





Litigation Release No. 7602/October 5, 1976 


SECURITIES AND EXCHANGE COMMISSION v. TIMKIN, 
C.A., et al. 

(United States District Court for the District of Columbia) 
Civil Action No. 76-1574 


The Securities and Exchange Commission announced that 
on October 5, 1976, the Honorable Howard F. Corcoran, 
United States District Judge for the District of Columbia 
entered a final Judgment of Permanent Injunction against 
Frederick V. Martin, Jr. (“Martin”), restraining and enjoining 
him from further violations of the anti-fraud and registration 
provisions of the federal securities laws. Martin consented 
to the entry of the Court's Judgment and Order without 
admitting or denying the allegations in the Commission's 
Complaint. 


Previously, the court had entered final Judgments of Perma- 
nent Injunction against Timkin, C.A., Jack Yetman and 
Fedonics, Inc. For further information, see Litigation Re- 
lease No. 7532. 





Litigation Release No. 7603/October 6, 1976 


S.E.C. v. J. RAY McDERMOTT & CO., INC., et ai. 
Civil Action No. 76- (United States District: Court for the 
District of Columbia) 


The Securities and Exchange Commission today an- 
nounced the filing of a civil injunctive action in the United 
States District Court for the District of Columbia seeking to 
enjoin J. Ray McDermott & Co., Inc. (“McDermott”), a 


Delaware corporation; Charles L. Graves (“Graves”), chair- 
man of the board of directors of McDermott; R. Nelson 
Crews (‘Crews’), a former officer and director of Mc- 
Dermott; Robert K. Richie (‘Richie’), Hosea W. Bailey 
(“Bailey”), James E. Cunningham (“Cunningham”) and 
Charles L. David (“Davis”), all officers of McDermott; and 
Schacht V. McCollum (“McCollum”), a former officer of 
Tenneco Oil Company, a subsidiary of Tenneco, Inc., from 
further violations of Sections 10(b), an anti-fraud provision, 
13(a), a reporting provision, and 14(a), a proxy provision, of 
the Securities Exchange Act of 1934 (‘the Exchange Act”) 
and certain rules thereunder. The individual defendants, 
Graves, Richie, Bailey, Cunningham and Davis are all 
members of McDermott’s board of directors. 


The Commission’s complaint alleged that since 1971 the 
defendants violated Section 10(b) of the Exchange Act by 
making secret cash payments totaling at least $509,000. to 
McCollum to aid in the procurement and maintenance of 
certain contracts between McDermott and McCollum's em- 
ployer, Tenneco Oil Company. As a part of this conduct, the 
defendants concealed and disguised the payments to Mc- 
Collum through certain false accounting entries on the 
books and records of McDermott. 


The complaint further alleged that since 1962 the defend- 
ants McDermott, Graves, Crews, Richie, Cunningham, and 
Davis, caused the accumulation of a secret, off-book cash 
fund totalling at least $300,000. which was concealed and 
disguised through false accounting entries, as well as 
created and maintained a secret cash fund of at least 
$18,000. in corporate monies, part of which was used to 
make illegal and unlawful political contributions to candi- 
dates for Congressional office. 


The complaint also alleged that the defendant McDermott 
and others falsified the company’s books and records with 
respect to McDermott’s foreign operations by, among other 
things, disguising certain disbursements on McDermott’s 
books and records, and those of its subsidiaries, by utilizing 
or causing to be utilized certain false accounting entries 
which did not reflect the true nature, purpose and descrip- 
tion of the expenditures; channelling funds through certain 
consultants, agents and others, ostensibly for consulting or 
other business purposes, as nominees and conduits for 
payments to certain foreign government officials and others; 
and maintaining funds of McDermott corporate monies off 
the books and records of McDermott and its subsidiaries 
operating in foreign countries. 


Without admitting or denying the allegations contained in the 
Commission's complaint, the defendant McDermott con- 
sented to the entry of a final judgment of permanent 
injunction enjoining the company from further violations of 
Sections 10(b), 13(a) and 14(a) of the Exchange Act and 
certain rules thereunder. In addition, the judgment provided 
for certain ancillary relief, including provisions requiring the 
Audit Committee of McDermott's Board of Directors to retain 
a law firm satisfactory to the Commission to act as Special 
Counsel to further investigate the allegations contained in 
the Commission’s complaint and other relevant matters; to 
file a report of its findings with the Commission and the 
Court; and reserving to the Commission the right to apply to 
the Court for any further relief upon submission of the report 
of the Special Committee. 
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Defendants Graves, Crews, Richie, Bailey, Cunningham 
and Davis also consented, without admitting or denying the 
allegations contained in the Commission's complaint, to final 
judgments of permanent injunction enjoining them from 
further violations of Sections 10(b), 13(a) and 14(a) of the 
Exchange Act and certain rules thereunder. 





Litigation Release No. 7604/October 6, 1976 


S.E.C. v. Norman B. Duncan, et. al., 
(Civil No. CV-76-92-Bu, USDA, Montana) 


Jack H. Bookey, Administrator of the Seattle, Washington 
Regional Office of the Securities and Exchange Commis- 
sion, announced that on September 30, 1976, the Commis- 
sion filed an Amended Complaint in the U.S. District Court 
in Butte, Montana, seeking an injunction against violations 
of the registration and anti-fraud provisions of the federal 
securities laws. The Amended Complaint adds and includes 
as additional defendants to an earlier Complaint filed on 
September 10, 1976: Smart Pak, Inc., a Montana corpora- 
tion, of Bozeman, Montana, Smart Pak, Inc., a Nevada 
corporation of Las Vegas, Nevada, and Survival Heat Prod- 
ucts, Inc., an Idaho corporation, of Idaho Falls, Idaho. These 
three corporations are all in Chaper XI arrangement pro- 
ceedings under the National Bankruptcy Act in Butte. 
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Earlier, on September 30, 1976, Bankruptcy Judge John L. 
Peterson, in Butte, issued an order granting the Commis- 
sion relief from an earlier order staying all suits and pro- 
ceedings against the three corporations, thereby permitting 
the Commission to proceed with the filing of the Amended 
Complaint. 


The Amended Complaint alleges that the three corporate 
defendants, and other individuals, promoted a scheme 
whereby investors obtained the right to perform intermediate 
production steps, working at their homes, on corporate 
products consisting of plasticized paper bags, heat sealed 
on three sides, which are then filled by the corporations with 
charcoal and a fire starter chemical. The product is then 
used for cooking or heating fires. The Commission alleges 
that these work-at-home agreements are investment con- 
tracts and evidences of indebtedness. 


Concurrently with the filing of the Amended complaint, the 
three corporate defendants, by and through their duly ap- 
pointed bankruptcy receiver, George Vucanovich, of Hel- 
ena, Montana, without admitting or denying the allegations 
of the Amended Complaint, consented to the entry of an 
order of permanent injunction. Accordingly, U.S. District 
Court Judge William D. Murray, on September 30, 1976, at 
Butte, issued an order permanently enjoining the three 
corporate defendants from further violations of the registra- 
tion and anti-fraud provisions of the federal securities laws. 


The case remains pending against the individual defend- 
ants. 


For further details, see Litigation Release No. 7566. 
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